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OVERSIGHT IN IRAQ AND AFGHANISTAN: 
CHALLENGES AND SOLUTIONS 


WEDNESDAY, DECEMBER 7, 2011 

House of Representatives, 

Subcommittee on National Security, Homeland 
Defense and Foreign Operations, 
Committee on Oversight and Government Reform, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:35 a.m., in room 
2154, Rayburn House Office Building, Hon. Jason Chaffetz (chair- 
man of the subcommittee) presiding. 

Present: Representatives Chaffetz, Labrador, Tierney, Welch, and 
Yarmuth. 

Staff present: Thomas A. Alexander and Richard A. Beutel, sen- 
ior counsels; Brien A. Beattie, professional staff member; Nadia Z. 
Zahran, staff assistant; Paul Kincaid, minority press secretary; 
Adam Koshkin, minority staff assistant; and Scott Lindsay and 
Carlos Uriarte, minority counsels. 

Mr. Chaffetz. The committee will come to order and a little bit 
early, but we are well represented here. Appreciate it. 

I would like to begin this hearing by stating the Oversight Com- 
mittee mission statement. We exist to secure two fundamental 
principles: first, Americans have the right to know that money 
Washington takes from them is well spent and, second, Americans 
deserve an efficient, effective Government that works for them. Our 
duty on the Oversight and Government Reform Committee is to 
protect these rights. 

Our solemn responsibility is to hold Government accountable to 
taxpayers, because taxpayers have a right to know what they get 
from their Government. We will work tirelessly in partnership with 
citizen watchdogs to deliver the facts to the American people and 
bring genuine reform to the Federal bureaucracy. This is the mis- 
sion of the Oversight and Government Reform Committee. 

Good morning and welcome to today’s hearing, Oversight in Iraq 
and Afghanistan: Challenges and Solutions. I would like to wel- 
come Ranking Member Tierney and members of the subcommittee 
and members of the audience and certainly our panel for being 
here today. This is the sixth hearing addressing the accountability 
of taxpayer dollars in war zones. 

During this session, this subcommittee has examined a number 
of issues, including whether the State Department is prepared to 
oversee the surge and private contracting in Iraq; whether the 
State Department will be able to protect Government employees 
and contractors in Iraq after the military withdraws; whether 

( 1 ) 
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USAID and the State Department can accurately track reconstruc- 
tion projects and account for their expenditures; whether those 
projects can and will be sustained by the host nations; whether the 
billions handed to the Karzai government under the direct assist 
program can and will be properly overseen; and whether the De- 
fense Department is working to ensure that taxpayer money isn’t 
extorted along Afghanistan’s supply chain. 

In October, the full committee heard testimony from the Com- 
mission on Wartime Contracting about its final report. The com- 
missioners alleged that between $30 and $60 billion had been lost 
in Iraq and Afghanistan due to waste, fraud, and abuse in the con- 
tracting process. According to the Commission, this was due to ill- 
conceived projects, poor planning and oversight, poor performance 
by contractors, criminal behavior, and blatant corruption. 

This is unacceptable. While some may agree or disagree with our 
engagements in Iraq and Afghanistan, it is universally unaccept- 
able to waste taxpayer money. In each of our hearings, witnesses 
have described the success and challenges, and oversight is a com- 
pleted environment. Without a doubt, the task is difficult; however, 
it is critical that we get it right. 

Today, the inspectors general community will share its perspec- 
tive together on one panel. The IG community plays a pivotal role 
in the oversight of Federal programs. Their mission is to promote 
economy, efficiency, and effectiveness in the administration of Fed- 
eral programs, and to prevent and detect fraud and abuse. Its du- 
ties also include informing Congress of any corrective action that 
needs to be taken. 

In addition to Defense, State, and USAID, the Special Inspectors 
General were established to focus specifically on efforts in Iraq and 
Afghanistan. Each of these offices is present here today. While they 
have produced noteworthy results, significant challenges remain. 
We will hear about those today. We will also examine potential so- 
lutions. 

Ranking Member Tierney has introduced H.R. 2880, which seeks 
to disband SIGIR and SIGAR, and establish a special inspector 
general for overseas contingency operations. I understand that Mr. 
Bowen and the Commission on Wartime Contracting support this 
idea. I would like to hear the panel’s view on that legislation and 
how such an office would interface with the standing IGs. The 
ranking member’s legislation is a good beginning. I look forward to 
working with him and the agencies and the IG community to struc- 
ture an effective solution. 

Before recognizing Ranking Member Tierney, I would like to note 
that the Defense Department and State Department, USAID, and 
SIGAR will not have IGs in January. In May of this year I wrote 
the President, asking him to move without delay to appoint re- 
placements. That letter was signed by Senators Lieberman, Collins, 
McCaskill, and Portman, as well as Chairman Issa, Ranking Mem- 
ber Cummings, and Ranking Member Tierney. I would like to place 
a copy of this letter into the record. Without objection, so ordered. 

[The information referred to follows:] 
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Congress of tfje Unitet) Stairs 

iSBiishinston, 7DC 20510 


May 17,2011 


President Barack Obama 
1 600 Pennsylvania Avenue 
Washington, DC 20500 

Dear Mr. President: 

We write to request that you address the growing number of vacancies that now exist 
among our nation’s Inspectors General. 

As you know, in 1978, Congress established the Inspectors General as powerful and 
independent offices with the responsibility to promote the economy, efficiency, and effectiveness 
of federal departments and agencies. The investigations and reports of Inspectors General help 
Congress shape legislation and oversight activities. The Inspectors General also play an 
important role in improving government performance, providing transparency into federal 
programs, and giving Americans better value for their tax dollars. 

In 2007, the latest year for which complete data is available, the Inspectors General 
closed 33,740 investigations into matters including benefit recipients, contractors, grantees, and 
federal employees. In the past two years, just one office, the Inspector General of the General 
Services Administration, audited or reviewed over 200 contracts with an estimated value of $25 
billion, identified over $1.1 billion in potential cost avoidance and $33 million in questioned 
costs, and assisted in 23 False Claims Act cases that were settled for over $400 million. 

According to the Council of Inspectors General on Integrity and Efficiency (CIGIE), 
there are currently nine vacant presidentially appointed Inspector General positions across the 
government. This includes eight vacancies that have occurred since the beginning of your term. 
Cabinet-level agencies currently without a permanent Inspector General include the Department 
of State, the Department of Justice, the Department of Homeland Security, the Department of 
Labor, and the Department of Housing and Urban Development. 

We are particularly concerned that many of these vacancies involve departments and 
agencies responsible for oversight of several of your Administration’s most important initiatives. 
For example, the positions of Special Inspector General for Afghanistan Reconstruction, Special 
Inspector General for the Troubled Asset Relief Program, and Inspector General for the 
Intelligence Community are all currently vacant. The Department of State, which is responsible 
for billions of dollars of spending in Iraq and Afghanistan, has not had a permanent Inspector 
General since December 2007. 



President Barack Obama 
May 17,2011 
Page 2 
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We share your commitment to making our government better able to serve its citizens 
and perform its core missions. As a result, we have serious concerns that the lack of permanent 
Inspectors General at so many federal agencies is impeding the federal government’s efforts to 
increase efficiencies and detect and prevent waste, fraud, and abuse. 

With this concern in mind, we respectfully request that you move without delay to 
appoint qualified, experienced individuals to serve as Inspectors General. We look forward to 
your response. 


Sincerely, 


T T I oknrman Uncart Kyf C ' n 1 1 i net 


Joseph I. Lieberman 
U.S. Senator 


Susan M. Collins 
U.S. Senator 


Claire McCaskill Rob Portman 

U.S. Senator U.S. Senator 
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Mr. Chaffetz. To my knowledge, the President has yet to nomi- 
nate any of these replacements. Nor has he responded to this let- 
ter. I find that totally unacceptable. This is a massive, massive ef- 
fort. It is going to take some leadership and some help from the 
White House. These jobs cannot and will not be done if the Presi- 
dent fails to make these appointments. 

Upon taking office, President Obama promised that his adminis- 
tration would be “the most open and transparent in history.” You 
cannot achieve transparency without inspectors general. Again, I 
urge President Obama and the Senate to nominate and confirm in- 
spectors general to fill these vacancies, and without delay. 

I would now like to recognize the distinguished ranking member, 
the gentleman from Massachusetts, Mr. Tierney, for his opening 
statement. 

Mr. Tierney. Well, thank you, Chairman Chaffetz, and thank 
you all for being witnesses here today and helping us with our job. 
This hearing, obviously, is a culmination of a series of hearings 
that the subcommittee and the full committee have had with re- 
gard to Iraq and Afghanistan. We have heard from the Department 
of Defense, the Department of State on the transition to civilian- 
led mission in Iraq, and we have heard from the Commission on 
Wartime Contracting and suggested reforms to reduce waste and 
fraud in contingency operations, and we followed up with the De- 
partment of Defense to discuss the investigation that we started 
earlier on corruption in the Afghan trucking industry. 

These hearings continue to highlight the challenge of protecting 
the taxpayer funds from waste and fraud in our operations in Iraq 
and Afghanistan. In fact, the Commission on Wartime Contracting 
found that billions of dollars had been wasted by agencies that 
have little capacity to manage their contractors or to hold them ac- 
countable. Even worse, billions of dollars more have been dedicated 
to projects that were poorly conceived and are unsustainable by 
host governments. These findings are consistent with this commit- 
tee’s oversight of Defense contractors in Iraq and Afghanistan. 

Last year, I led a 6-month subcommittee investigation of a $2 bil- 
lion Department of Defense trucking contract in Afghanistan. This 
investigation found that the trucking contract had spawned a vast 
protection racket in which warlords, criminals, and insurgents ex- 
torted contractors for protection payments to obtain safe passage. 
A followup hearing held by this subcommittee in September 
showed that the Department has made little progress in rooting 
out bad actors who undermined our anti-insurgency efforts in Af- 
ghanistan. We know now that many of these bad actors continue 
to serve as U.S. Government contractors. 

In response to these findings of billions of dollars of waste, fraud, 
and abuse, the Commission on Wartime Contracting made a num- 
ber of important recommendations for Congress to consider. One 
key recommendation in their report was the creation of a perma- 
nent special inspector general for contingency operations. As the 
Commission stated, no entity exists with sufficient resources, expe- 
rience, and audit and investigative capabilities to transcend depart- 
mental and functional stovepipes. 

Taking up this recommendation, I have introduced legislation 
that the chairman mentioned that would establish a special inspec- 
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tor general for overseas contingency operations. These efforts of the 
Commission, along with the special inspector general for Iraq re- 
construction and the special inspector general for Afghanistan re- 
construction, have shown the critical importance of realtime over- 
sight in our overseas operations. We need to preserve the unique 
capabilities of these entities in a single, permanent inspector gen- 
eral with a flexible, deployable cadre of oversight specialists. I urge 
my colleagues to join me in this legislation. 

While that legislation is designed to address future contingency 
operations, this hearing is about oversight in Iraq and Afghanistan 
now. To that end, I would like to address recent findings by the De- 
partment of Defense Inspector General that shed light on some of 
the problems with one of our largest contractors in Afghanistan. 
That report reveals that the Supreme Group, the prime contractor 
on the multibillion dollar Defense Department’s subsistence con- 
tract in Afghanistan is under investigation for hundreds of millions 
of dollar in over-billing. I understand that there is now a criminal 
inquiry of the Supreme Group’s over-billing. 

These allegations raise significant concerns about the Defense 
Logistics Agency and their ability to properly manage those large- 
scale contracts and to protect taxpayer dollars from waste and 
fraud. They also raise concerns about the use of no-bid cost plus 
contracts that are so common in contingency operations. As we 
speak, the Defense Logistics Agency is preparing to award a new 
$10 billion to $30 billion contract to provide food and supplies for 
our troops in Afghanistan for 5 years. 

So I would like to hear from our inspectors general today about 
what more can be done to ensure that our Federal agencies are 
doing their job and properly managing the billions of dollars that 
are being spent in those two countries. I would also like to hear 
from you regarding what tools you have to ensure the companies 
who are caught over-billing the Federal Government for hundreds 
of millions of dollars do not have the opportunity to take even more 
taxpayer funds in the future. 

So I want to thank you all again for being witnesses and thank 
you, Mr. Chairman, for having this hearing. 

Mr. Chaffetz. Thank you. 

Members will have an additional 7 days to submit opening state- 
ments for the record. 

I would now like to recognize our panel. The Honorable Gordon 
Heddell is the Department of Defense Inspector General; Ambas- 
sador Geisel is the Department of State Deputy Inspector General; 
Mr. Michael Carroll is the USAID Acting Inspector General; the 
Honorable Stuart Bowen is the Special Inspector General for Iraq 
Reconstruction; and Mr. Steven Trent is the Acting Special Inspec- 
tor General for Afghan Reconstruction. 

Pursuant to committee rules, all witnesses will be sworn in be- 
fore they testify. Please rise and raise your right hands. 

[Witnesses sworn.] 

Mr. Chaffetz. Thank you. You may be seated. 

Let the record reflect that the witnesses answered in the affirma- 
tive. 
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In order to allow proper time for discussion, we are going to ask 
that each member of our panel limit their verbal comments to 5 
minutes. Your entire statement will be inserted into the record. 

I will now recognize the Honorable Mr. Heddell for 5 minutes. 

STATEMENTS OF GORDON S. HEDDELL, INSPECTOR GENERAL, 
U.S. DEPARTMENT OF DEFENSE; HAROLD W. GEISEL, DEP- 
UTY INSPECTOR GENERAL, U.S. DEPARTMENT OF STATE; MI- 
CHAEL G. CARROLL, ACTING INSPECTOR GENERAL, U.S. 
AGENCY FOR INTERNATIONAL DEVELOPMENT; STUART W. 
BOWEN, INSPECTOR GENERAL, SPECIAL INSPECTOR GEN- 
ERAL FOR IRAQ RECONSTRUCTION; AND STEVEN J. TRENT, 
ACTING INSPECTOR GENERAL, SPECIAL INSPECTOR GEN- 
ERAL FOR AFGHANISTAN RECONSTRUCTION 

STATEMENT OF GORDON S. HEDDELL 

Mr. Heddell. Thank you, Mr. Chairman. Good morning, and 
good morning, Ranking Member Tierney and distinguished mem- 
bers of the subcommittee. Thank you for the opportunity to appear 
before you to discuss oversight efforts in Southwest Asia. 

As many of you may be aware, this will likely be my final testi- 
mony before Congress as the inspector general. Effective December 
24th, I will step down as the DOD IG. 

In my first month alone at the DOD IG, I testified three times 
before Congress. Two of the three hearings dealt with critically im- 
portant issues of oversight contingency operations in Southwest 
Asia. Noting that our Nation was engaged in two wars and that we 
had a pressing need to strengthen oversight to protect our war 
fighters and the American taxpayer, I immediately determined to 
make oversight of contingency operations in Southwest Asia a 
number one priority. As a result, I instituted a number of organiza- 
tional changes to the structure and focus of DOD IG efforts and to 
increase our in-theater presence, which is regularly augmented by 
our expeditionary teams. 

I believe strongly that an in-theater presence is absolutely essen- 
tial to conducting oversight of operations and engaging with mili- 
tary and civilian leadership in theater to ensure that our oversight 
is meaningful and effective. 

In our audit division, I created the Joint and Southwest Asia Op- 
erations Directorate and the Afghan Security Forces Fund Group. 
Our audits in theater provide timely and relevant oversight, and 
our auditors now have extensive experience in conducting complex 
joint audits with other Federal agencies. 

In our investigations division, the Defense Criminal Investigative 
Service, DCIS, expanded its presence in Southwest Asia and today 
DCIS plays a major criminal investigative role in Southwest Asia 
by participating in key task forces that tackle complex fraud cases. 
The DCIS is already deployed worldwide and has the capability to 
immediately provide investigative resources to contingency oper- 
ations anywhere in the world. 

Another division of the DOD IG, the Office of Special Plans and 
Operations [SPO], as we call it, has been a key contributor to pro- 
viding oversight. SPO has significantly enhanced our capability to 
provide expeditionary teams to Southwest Asia to conduct timely 
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evaluations and assessments, and to provide thorough outbriefs to 
field commanders enabling them to take immediate corrective ac- 
tions. 

I also appointed a special deputy inspector general for Southwest 
Asia to coordinate and deconflict oversight efforts. My special dep- 
uty has worked extensively with all of the IG offices represented 
with me this morning. Today we are an agile, flexible, no-nonsense 
and aggressive oversight organization with the capacity to deploy 
rapidly anywhere in the world on short notice, and the DOD IG is 
prepared to respond effectively and aggressively in coordination 
with other Federal agencies and internal DOD oversight offices to 
address any future overseas contingency operation that arises. 

I would like to thank the subcommittee for the opportunity to 
discuss the work of the DOD IG, and I look forward to answering 
any questions that you may have. Thank you. 

[The prepared statement of Mr. Heddell follows:] 
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Chairman Chaffetz, Ranking Member Tierney and distinguished members of this 
subcommittee, thank you for the opportunity to appear before you to discuss our 
oversight efforts in Southwest Asia (SWA). I would also like to take this opportunity to 
thank the full committee on Oversight and Government Reform for convening a number 
of hearings to direct attention to the importance of maintaining strong and effective 
oversight on overseas contingency operations. 

Recent Trip 

Prior to being sworn in as the Inspector General at the Department of Defense in 
July 2009, 1 spent one year as the acting head of the agency. Upon my arrival I had 
concerns regarding the contributions of the agency in providing the audits, inspections 
and investigations necessary to support two wars and protect both the warfighter and the 
taxpayer. I made oversight of overseas contingency operations in Southwest Asia the 
number one priority of the agency. As part of this effort, I travelled to Iraq and 
Afghanistan on various occasions. Most recently I travelled to Afghanistan in November. 

While in Afghanistan I had a series of meetings with senior commanders to assess 
the overall level of oversight and its effects on the mission, and to determine areas where 
we can assist commanders. This also afforded me an opportunity to personally meet with 
the new command team in Afghanistan. I was particularly interested in meeting General 
Allen, both to address concerns he expressed about the level of oversight and its impact 
on the mission; and to invite his input on areas where the OIG organization can continue 
to add value as an outside set of eyes. The issue of corruption as an obstacle to progress 
in Afghanistan was a common theme throughout our visit. Commanders recognized the 
challenges that Afghans face in tackling corruption, including effectively prosecuting 
individuals in the Afghan courts and replacing ineffective leaders with more competent 
officials. Investigators are pursuing suspension and debarment as an alternative, but so 
far, this has had limited impact because Afghan companies regularly change their names 
and continue to land contracts. 


1 
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Transitional DoD IG Role in Southwest Asia Oversight 

Over a span of three plus years I have instituted a number of organizational 
changes to the structure and focus of the work of the Department of Defense Inspector 
General (DoD IG). In addition to our expeditionary teams, I increased our in-theater 
presence from 17 to 58 auditors, investigators, evaluators and support staff. I believe 
strongly that an in-theater presence is essential to conducting oversight of operations and 
engaging with military and civilian leadership in-theater to ensure that our oversight is 
meaningful and effective. This experience has been institutionalized by the DoD IG. 

The DoD IG is prepared to respond effectively and aggressively - in coordination with 
other Federal agencies and internal DoD oversight offices - to address any future 
overseas contingency operation that arises. Today we are an agile, flexible and 
aggressive oversight organization with a capacity to deploy rapidly to anywhere in the 
world on short notice. 

AUDIT 

In order to respond to the rapidly changing demands for audit work in Southwest 
Asia, we created the Joint and Southwest Asia Operations (JSAO) Directorate and the 
Afghan Security Forces Fund (ASFF) Group to specifically conduct a wide range of 
audits in support of operations in Southwest Asia. Our audits in theatre provide timely 
and relevant oversight in the areas of health and safety, acquisition, contract 
management, accountability of equipment, logistics, financial management, and 
sustainability. In FY 2011 we expended about 1 1 5 work years on audits for Southwest 
Asia. 


The JSAO Directorate was created to conduct audits in support of combined, joint, 
interagency, and Southwest Asia operations. The ASFF Group was created to focus 
extensively on the more than $5 1 Billion since 2006 that has been appropriated for the 
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Afghan Security Forces and the NATO Training Mission-Afghanistan/Combined 
Security Transition Command-Afghanistan (NTM-A/CSTC-A) to equip and train the 
Afghan Security Forces. NTM-A/CSTC-A has requested an additional $8 billion for 
FY 2013. Collectively, these two audit groups provide a flexible, agile organization with 
the ability to rapidly deploy anywhere in the world to provide oversight of contingency 
operations. We currently have audit teams stationed in the U.S., Qatar, and Afghanistan 
with an average of 20 auditors deployed to Southwest Asia. 

Since the Department fulfills much of its train and equip mission through 
contracts, our ASFF Group has focused extensively on requirements determination, 
contract formulation and contract oversight. Our goal is to assess whether these contracts 
are properly designed to fulfill critical mission needs and evaluate the Department’s 
oversight of the contractors to ensure DOD receives all the goods and services it pays for. 
During previous reviews of the management and execution of the ASFF, we noted 
deficiencies with acquisition, contract oversight, and management of goods and services 
paid for with this fund. 

In FYs 2010 and 2011, we issued 83 reports related to overseas contingency 
operations in Iraq and Afghanistan, including contracts for logistical support of coalition 
forces, force protection, health care, financial management, asset accountability, and 
training and equipping the Afghan Security Forces. These reports included 65 1 
recommendations identifying a total of $4.98 billion in potential funds put to better use. 
Some highlights of work include: 

Afghan National Police. While interagency work with my office and the other 
Federal Inspectors General is a not new concept, I am very proud and pleased at the level 
of interagency cooperation, collaboration, and results in Southwest Asia. A recent and 
highly successful example of interagency collaboration and coordination is the series of 
joint audit reports on the Afghan National Police Training Program. The DoD IG and the 
Department of State Inspector General determined that performing joint oversight of the 
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building efforts of the Afghan National Police was essential to respond to the 
requirements of Public Law 1 1 1-383, “Ike Skelton National Defense Authorization Act 
for Fiscal Year 2011” January 7, 201 1. This law required, among other things, that the 
DoD OIG, in consultation with the Department of State OIG, report to Congress within 
180 days of the transition of Afghan National Police contract from the Department of 
State to the DoD. As a result, a joint interagency team was formed to provide consistent 
and commensurate oversight of the Afghan National Police training efforts. 

This joint team consisted of more than 22 financial and performance auditors and 
management analysts from the DoD and DOS IG’s. The team issued three reports and 
made 25 recommendations. Two of these reports revealed that DOS officials did not 
appropriately obligate or return to DoD about $249.05 million of ASFF appropriations 
that were intended for the ANP training program. Consequently, we identified potential 
monetary benefits totaling more than $200 million that, when recovered, could be used 
for valid ANP training programs or other DoD requirements. If not corrected, obligations 
of approximately $74.91 million could result in potential Antideficiency Act violations. 
As of December 1, 2011, DoD and DOS have tentative agreements on returning most of 
the funds, and DOS has promised additional supporting details for those funds still in 
disagreement. The Antideficiency Act investigation has not begun. 

Our third report revealed that DoD and DoS had not developed a comprehensive 
plan or memorandum of agreement to guide, monitor, and assign transition 
responsibilities. Specifically, the report noted that the incoming contractor did not have 
428 of the 728 required trainer and mentor positions in place, placing the overall mission 
at risk. DoD also did not have 136 of the 170 contracting officer representatives in place. 
After the publication of our report, a significant number of government oversight and 
contractor positions were filled. However, until all government and contractor oversight 
personnel are in place, DoD will not be able to adequately determine whether contractors 
are performing contractual obligations and achieving the goals of the program. 
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Prime Vendor Contract. We recently reported on the need for the Defense 
Logistics Agency to improve contract management of the subsistence contract for 
Afghanistan. Since the contract was awarded in 2005, DoD has paid the vendor about 
$ 1 .6 billion for food and water and $ 1 .4 billion for nonfood items as required by the 
contract. 1 However, the Defense Logistics Agency: 

• overpaid the prime vendor potentially $98.4 million for transportation 
costs within Afghanistan; 

• overpaid the prime vendor approximately $25.9 million for triwall 2 
costs; and 

• paid the prime vendor approximately $454.9 million for services to airlift 
fresh fruit and vegetables from the United Arab Emirates to Afghanistan without 
incorporating the airlift requirement in the contract. 

We also determined that invoices were not adequately 
reviewed. 

In response to the report, the Acting 
Commander, Defense Logistics Agency Troop Support, 
agreed with all the recommendations and stated they 
were making every effort to determine fair and 
reasonable prices to definitize the 2005 verbal change order. Once the rates are finalized, 
Troop Support will take action to recover the difference between the reimbursement rates 
paid to the prime vendor and the finalized rates. Defense Contract Audit Agency 
(DCAA) completed its evaluation of proposed direct costs and submitted its audit report 
to DLA Troop Support on August 29, 201 1 . A strategy meeting between DLA Troop 
Support, DLA HQ, and DCAA is scheduled for October 3-4, 2011. Face to face 



1 Report No. D-201 1-047, "Improvements Needed in Contract Administration of the Subsistence Prime Vendor 
Contract for Afghanistan," March 2, 2011 

2 Triwails are three layered corrugated boxes used for packaging and shipping chilled or frozen food. 
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negotiations with the prime vendor reportedly began in October 201 1 with an objective to 
reach an agreement by December 2011. 

There are 25 ongoing audits. Some of the highlights include: 

Non-Standard Rotary Wing Aircraft 3 . In our recent oversight efforts we 
reviewed the management of the DoD acquisition and support for non-standard rotary 
wing aircraft. We are determining whether 
DoD officials have comprehensively planned 
for all DoD-owned and supported Mi- 17s, 
including their total ownership costs, and all 
related requirements to support these aircraft. 

Currently DoD has obligated $1.6 billion and 
has plans to spend an additional $ 1 billion for 
future non-standard rotary wing aircraft. 

Mi-17 Overhauls. In another ongoing audit, we are reviewing the oversight, 
management, and pricing for Mi- 17 aircraft overhauls. We are assessing the 
Department’s oversight of these aircraft overhauls and DoD’s ability to provide quality 
assurance for the overhauls being done at a Russian facility. We are also assessing 
whether the contracting officer determined fair and reasonable prices for contract 
modifications valued at $100.4 million, and whether the contracting officer approved $11 
million to procure aircraft parts at potentially inflated prices. 

Planned Audits. In FY 2012, we will continue to focus oversight on overseas 
contingency operations shifting a majority of our resources from operations in Iraq to 
operations in Afghanistan. Our focus in Afghanistan will continue to be in the areas of 
the management and execution of the Afghanistan Security Forces Fund, military 

3 Non-Standard Rotary Wing aircraft are any that are not part of the DoO's U.S. inventory, these include the Mi-17, 
Mi-35, UH-1, MD-530F, and the AW-139 helicopters. Mi is the designation for the Military Moscow Helicopter 
Plant who designed and manufactured these aircraft. 



6 


15 


construction, and the administration and oversight of contracts supporting coalition 
forces. 


As billions of dollars continue to be spent in Afghanistan, a top priority will 
continue to be the monitoring and oversight of acquisition and contracting processes 
focused on training, equipping, and sustaining Afghanistan Security Forces (ASF). Our 
planned oversight efforts will address the administration and oversight of contracts for 
equipping ASF, such as rotary wing aircraft, airplanes, amnunition, radios, and night 
vision devices. We will also continue to review and assess the Department’s efforts in 
managing and executing contracts to train the Afghan National Police. 

As Military Construction continues in Afghanistan to build or renovate new living 
areas, dining and recreation facilities, medical clinics, base expansions, and police 
stations, we will continue to provide aggressive oversight of contract administration and 
military construction projects. We will also continue to focus on the accountability of 
property, such as contractor managed government owned property and Army high 
demand items. Also, we will focus on the Department’s efforts to strengthen institutional 
capacity at the Afghan Ministry of Defense. 

DEFENSE CRIMINAL INVESTIGATIVE SERVICE (DCIS) 

Our audit work conducted throughout SWA has revealed many instances where a 
lack of adequate oversight resulted in an environment ripe for corruption and criminal 
activities relating to Overseas Contingency Operations. In order to aggressively respond, 
the DoD IG Defense Criminal Investigative Service (DCIS) has made criminal 
investigations of fraud and corruption related to U.S. operations and reconstruction 
efforts in Iraq and Afghanistan a priority. DCIS plays a major criminal investigative role 
in SWA and employs a highly capable and world-wide deployable group of criminal 
investigators. Starting in May 2003, within two months of the commencement of 
Operation Iraqi Freedom, the DCIS began deploying special agents to Iraq. During our 
initial assessment period, DCIS special agents were responsive to the requests for 
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assistance from the U.S. Military Commanders in theater, and therefore focused on non- 
fraud matters, such as assisting in the recovery of weapons and guarding the transport of 
money. During these early stages of operations in SWA, the federal law enforcement 
community had little experience operating in conflict areas. Therefore, specialized pre- 
deployment training for DCIS special agents deployed to Iraq was very limited and did 
not adequately prepare them sufficiently for such austere operating environments. 
Additionally, agents received little logistical support. They were responsible for 
obtaining their own office space, billeting, and other logistical needs. 

Between 2004 and 2008, DCIS slowly increased the number of deployed agents 
and expanded its footprint throughout Iraq, Kuwait, and Afghanistan. Agents were 
deployed to specific locations within SWA based on mission requirements. The DCIS 
has continued to be responsive to requests from U.S. Military Commanders. The 
increased presence of special agents in theater has resulted in greater focus by DCIS on 
its traditional roles of investigating fraud and corruption impacting the DoD. 

In 2006, in response to overlapping investigations and the need to improve 
coordination in SWA, DCIS along with the US Army Criminal Investigation Command, 
the FBI, and the Inspectors General from the Department of State, U.S. Agency for 
International Development (USAID), and the Special Inspector General for Iraq 
Reconstruction (SIGIR), created the International Contract Corruption Task Force 
(ICCTF). In 2008 these six founding agencies developed a Memorandum of 
Understanding formalizing the task force. The ICCTF combines the resources of 
multiple investigative agencies, when there is overlapping investigative jurisdiction, to 
effectively and efficiently investigate, deconflict, and present cases of fraud and 
corruption for prosecution. In 2009, the Air Force Office of Special Investigations, the 
Naval Criminal Investigative Service, and the Special Inspector General for Afghanistan 
Reconstruction formally joined the ICCTF. 
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In 2009, after I was confirmed as the IG, I stressed to my DCIS staff the 
importance of further improving upon the criminal investigative work we do in SWA. In 
response, DCIS deployed additional special agents to SWA, increasing our criminal 
investigative presence by 72% over the previous year, an increase in staffing from 1 8 
agents to 3 1 agents in 2009. 

The DCIS’ highest priority is investigating significant fraud and corruption 
impacting crucial DoD operations throughout SWA. The DCIS attempts to transfer 
viable investigations developed in SWA to an appropriate venue in the United States as 
soon as practical to facilitate prosecutions and to allow the in-theater investigative 
resources to develop new investigations. 

Also in 2009, DCIS joined the Naval Criminal Investigative Service’s pre- 
deployment training program held at the Federal Law Enforcement Training Center 
(FLETC) in Glynco, Georgia. The Deployment Readiness Program (DRP) is a FLETC- 
certified course and addresses the training requirements set by the military, as well as the 
medical, tactical, legal, and administrative needs of the deployers. The training is of a 
high quality and is significantly less expensive than the training provided by private 
contractors. 

In 2010, in order to provide additional oversight and logistical support for DCIS 
operations in SWA and other foreign locations, we created the DCIS International 
Operations Directorate. Additionally, in order to support all OIG operations in SWA, we 
created the Overseas Contingency Operations Office. These organizational changes 
allowed not only our agents, but also all OIG staff, on the ground in SWA to spend more 
time on core functions and less time handling logistical details. 

In 2010, the DCIS adopted a more holistic approach to fighting fraud and 
corruption in SWA. The DCIS assigned special agents to DoD-led “Task Force 2010,” 
which utilizes intelligence analysts, criminal investigators, auditors, and forensic 
financial analysts to gain visibility on the flow of contracting funds to subcontractors in 
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order to prevent the U.S. from doing business with insurgents, corrupt officials, and 
criminal groups. Our success is measured, in part, through significant cost avoidance, 
and the increased suspensions and debarments that exclude contractors from Government 
contracting. As an added remedy, the DCIS is looking into pursuing civil forfeitures on 
properties that were used to facilitate or obtained during the illegal activity. Additionally, 
our agents in Afghanistan support “Task Force Shafafiyat” in a liaison capacity. 
Shafafiyat means “transparency” in Dari. The task force, which fails under NATO’s 
International Security Assistance Force (ISAF), seeks to foster a common strategy for 
attacking the corruption problem in Afghanistan by planning and coordinating anti- 
corruption efforts and integrate ISAF anti-corruption activities with key Afghan and 
International Community partners. The prosecution of foreign nationals in U.S. courts is 
very rare, so the coordination of remedies is vital to prevent corrupt foreign nationals 
from abusing the DoD procurement system. 

In September 2011, commensurate with the military drawdown in Iraq, the DCIS 
ceased its physical presence in Iraq and increased its presence in Afghanistan. 

Allegations of fraud and corruption in Iraq continue to be investigated by our special 
agents in Kuwait, Germany, and the United States. The DCIS has deployed a total of 28 
agents to SWA in 201 1 - the majority of whom deployed to Afghanistan. Currently, nine 
DCIS special agents are assigned to Afghanistan, and two special agents are assigned to 
Kuwait. From its first deployment in May 2003, to the current cadre of agents in SWA in 
November 2011, DCIS has conducted 1 4 1 individual deployments to Iraq, Kuwait, and 
Afghanistan. The DCIS will continue to evaluate its requirements in SWA in order to 
place the appropriate number of agents to have the greatest positive impact on DoD 
operations abroad. 

The DCIS will continue participating in the Deployment Readiness Program at the 
Federal Law Enforcement Training Center which will enable our agent corps to surge and 
deploy into expeditionary environments worldwide and accomplish our core mission of 
combating fraud, waste, and abuse. The DCIS recognizes the need to maintain a 
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mutually beneficial relationship with our DoD “customers,” and to constantly coordinate 
with its law enforcement partners as a force multiplier to accomplish the critical mission 
we have. These established relationships, combined with a highly trained mobile 
workforce, have prepared DCIS and its investigative partners to address future 
contingency operations aggressively. These preparations have set the stage for quick, 
effective, and aggressive response to future contingency operations anywhere in the 
world. 


From August 2003 to present, DCIS open and closed investigations involving 
Operations Iraqi Freedom and Enduring Freedom have resulted in 109 Federal criminal 
indictments and 98 Federal criminal informations. These investigations also resulted in 

14 preliminary hearings under Article 32 of the Uniform Code of Military Justice. In 
total, 166 persons have been convicted of felony crimes, resulting in a total of 
approximately 277 years of confinement and approximately 242 years of probation; 127 
individuals and companies have been debarred from contracting with the U.S. 
Government; 2 1 6 companies and individuals have been suspended from contracting; and 

15 contractors have signed administrative settlement agreements in lieu of debarment 
with the U.S. Government. A total of $328,3 million in restitution was paid to the U.S.; 
$62.3 million in fines and penalties; $20.7 million was forfeited; and $2.7 million was 
seized. One or more of the ICCTF agencies participated in the majority of the above 
mentioned investigations. 

OFFICE OF SPECIAL PLANS AND OPERATIONS 

Another division of the DoD IG - the Office of Special Plans and Operations 
(SPO) - has been a key contributor to providing oversight of a major goal of our military 
efforts in Southwest Asia — the development of the security forces of Iraq and 
Afghanistan. Created in 2007, SPO significantly enhanced DoD IG capability by 
providing an expeditionary team capable of rapid deployment to SWA to conduct timely 
assessments of the military’s efforts to train, equip, and mentor the Iraq and Afghan army 
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and police forces. SPO recently enhanced its effectiveness by placing liaison personnel 
on-the-ground in Afghanistan to interface with principal U.S. and NATO commands, 
supplement deployed teams, and identify and undertake their own assessments related to 
our military’s efforts to achieve major SWA goals. 

To determine priority oversight needs and identify specific projects, SPO 
leadership relies on recommendations from Congressional committees; close engagement 
with senior DoD officials and field commanders; and the expertise of SPO and other OIG 
personnel. SPO oversight work has had a measureable impact on improved performance 
of programs and operations to build independent and sustainable security forces in both 
Iraq and Afghanistan. 

The SPO operational model allows for the rapid deployment of assessment teams 
composed of experienced and highly professional civilian and military personnel, 
fortified by interdisciplinary and interagency subject matter experts detailed for specific 
missions in SWA. The teams provide a thorough out-brief to field commanders before 
departing, which enables immediate corrective actions through accelerated Command 
response to recommendations. 

Over the last four years, SPO has conducted assessments in Iraq and Afghanistan 
concerning progress and challenges in the training, equipping, and advising of the army 
and police forces of Iraq and Afghanistan. Some examples include the accountability and 
control of sensitive equipment such as weapons and ammunition, night vision devices, 
medical equipment and supplies provided by the U.S. to the Iraq and Afghan Security 
Forces; the development of the logistics sustainment capability of the Iraq and Afghan 
Security Forces; U.S, security assistance and cooperation programs; and building the 
operational effectiveness of the Iraqi and Afghan army and police forces via partnering 
and mentoring by U.S., Coalition, and NATO forces. Highlights from recent assessments 
in SWA include: 
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Logistics Sustainment Capability of Afghan National Army. We conducted an 
assessment of the development of the logistics sustainment capability within the Afghan 
National Army that resulted in the first Ministry of Defense and General Staff logistics 
leaders’ conference, which improved strategic planning and coordination. 

Medical Logistics within the Afghan National Security Forces. Our assessment 
found that the ability of the Afghan National Army to build and maintain a sustainable 
medical logistics system at its current level of capability was not feasible in the absence 
of U.S. and international community support. Further, pharmaceuticals provided to 
ANSF by U.S. and Coalition Forces were at significant risk of theft, misappropriation, or 
other illegal acts. This report triggered a significant reorganization of DoD’s medical 
mentoring plans and programs that advanced the building of a viable ANSF health care 
system by 2014. 

In Iraq, SPO is currently assessing the transition of the DoD “train and equip” 
mission to an Office of Security Cooperation-Iraq responsible for security cooperation 
and assistance under Department of State and U.S. Mission authority. 

Current assessment projects in Afghanistan are focused on the effort to train, equip 
and field the Afghan Air Force; and a just-completed deployment assessing progress in 
the initiative to build the Afghan Local Police. One new SPO initiative I would like to 
highlight is the compilation of a set of metrics tracking the development of the ANSF. I 
view these metrics as an important way to increase stakeholders” situational awareness of 
this critical DoD mission, the success of which will enable the progressive withdrawal of 
our forces. 

In FY 2012, SPO plans to assess U.S. and Coalition efforts to develop the 
command and control capability of the ANSF, as well as our efforts to develop leaders 
within the Afghan officer and NCO corps. In addition, SPO will conduct a follow-up 
visit to Afghanistan to assess progress being made in the U.S. and Coalition efforts to 
develop a sustainable health care system within the ANSF. Last, an in-depth review of 
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DoD efforts to combat trafficking in persons in Afghanistan is scheduled in response to 
Congressional requests and our ongoing efforts to ensure compliance with Combating 
Trafficking in Persons statutes, and DoD policy and regulations. 

In Iraq and Afghanistan, assessment priorities evolve consistent with the 
continuing build-up and maturation of the ANSF and the DoD role in future security 
assistance and cooperation programs in Iraq. 

EFFECTIVE AND EFFICIENT COORDINATION 

Up to this point, I have described how the DoD IG has managed and transformed 
several of its internal organizations to effectively respond to the demanding work 
associated with providing oversight of overseas contingency operations. However, it is 
important to note that the DoD IG is part of a broader oversight community. Internally at 
DoD, there is a need to recognize and assist to the highest degree possible the important 
work of agencies such as the Defense Contract Audit Agency (DCAA), the Defense 
Contract Management Agency (DCMA), and the Defense Logistics Agency (DLA). 

Also, the Departments of the Army, Air Force and Navy all have IGs, audit agencies and 
criminal investigative operations. 

The DoD IG has primary responsibility within the DoD for providing oversight of 
defense programs and funds appropriated to the Department at home and around the 
world. In this role, DoD IG oversees, integrates, and attempts to ensure there are no gaps 
in the stewardship of DoD resources. In furtherance of this responsibility, my office is 
committed to maintaining effective working relationships with other oversight 
organizations, including other Federal agencies, to minimize duplication of efforts and to 
leverage resources to provide more comprehensive coverage. In order to best accomplish 
this important coordinating function, I appointed a Special Deputy Inspector General for 
Southwest Asia (SDIG-SWA), who serves as my senior executive level representative in 
Southwest Asia acting on my behalf to coordinate and deconflict oversight efforts. 
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The SDIG-SWA spends the majority of his time forward deployed to Southwest 
Asia and continues to improve the communications within the Defense and Federal 
oversight community by functioning as an authoritative source to coordinate and 
facilitate various oversight efforts within the legal authorities of the DoD IG. The SDIG- 
SWA also serves as a liaison with DoD leadership and the supporting commands in 
Southwest Asia to identify oversight requirements and to facilitate interaction with 
oversight organizations. 

As one of the key coordinating efforts for SWA, the SDIG-SWA also serves as 
chairperson of the Southwest Asia Joint Planning Group, established in April 2007. This 
group is the principal Federal interagency forum to promote coordination and cooperation 
among the member organizations toward the common objective of providing 
comprehensive Southwest Asia oversight. The Joint Planning Group, which meets 
quarterly or more frequently as needed, is made up of representatives from over 25 DoD 
and Federal oversight agencies, functional components, and Command IGs. The 
Southwest Asia Joint Planning Group facilitates the compilation and issuance of the 
Comprehensive Oversight Plan for Southwest Asia in response to the FY 2008 National 
Defense Authorization Act. 

In November 2011, the Southwest Asia Joint Planning Group established a new 
subgroup to develop a strategy for oversight in Afghanistan. This subgroup was 
established as a result of a need to further improve coordination, planning, and 
communications for Afghanistan oversight. This subgroup is chaired by SIGAR and 
consists of senior representatives from the oversight components that are working in 
Afghanistan. 

I also chair the Defense Council on Integrity and Efficiency and my Deputy for 
Auditing chairs the Audit Chiefs Council. I also utilize both of these forums to facilitate 
communications on the oversight work in Southwest Asia. 
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Management Responsibility 

Work conducted throughout Southwest Asia has revealed many instances where a 
lack of adequate contractor/contracting official oversight resulted in an environment ripe 
for corruption. The Department depends on responsible agency officials with oversight 
responsibility to monitor contract performance, implement internal controls designed to 
deter abuse, and refer potential fraudulent activity uncovered through proactive internal 
reviews. However, as noted in our audit work and in the final report issued by the 
Commission on Wartime Contracting, those resources have been inadequate. 

The absence of a sufficient number of properly trained contracting personnel to 
award and oversee the execution of contracts has been a key finding of many of the audits 
issued by this office. As we identified in our report, “Contingency Contracting: A 
Framework for Reform,” one of the most frequent contract administration weaknesses we 
found was in contract oversight and surveillance. 

With our recently completed and ongoing oversight efforts of overseas 
contingency operations contracting, we continue to identify a lack of sufficient and 
adequate contracting oversight by agency management. One of the more significant 
deficiencies was noted in a joint audit conducted by my office and the Department of 
State IG concerning the management of the DoS contract for the training of the Afghan 
National Police. Our joint audit found that there was a lack of adequate contracting 
officer representatives to oversee contractor performance. 

Closing 

In closing, I would like to thank the Subcommittee for the opportunity to discuss our 
work and I look forward to answering any questions you may have. 
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Mr. Chaffetz. Thank you. And thank you again for your service, 
on your long career in the Secret Service and your work in the De- 
fense Department. We appreciate your service and wish you noth- 
ing but the best. 

Mr. Heddell. Thank you. 

Mr. Chaffetz. We will now recognize the Honorable Mr. Geisel. 

STATEMENT OF HAROLD W. GEISEL 

Mr. Geisel. Thank you, Chairman Chaffetz, Ranking Member 
Tierney, and members of the subcommittee for the opportunity to 
testify today about oversight of Department programs in Iraq and 
Afghanistan. 

Since standing up its overseas offices in 2008, the Office of In- 
spector General, OIG, has conducted 31 investigations and issued 
27 reports related to Iraq, conducted 14 investigations and issued 
22 reports related to Afghanistan, and issued 11 reports of activi- 
ties affecting Department program and transition issues in Iraq 
and Afghanistan. Our efforts during fiscal year 2011 resulted in 
more than $200 million in questioned costs and funds put to better 
use, $16.6 million in investigative recoveries, and 20 contractor 
suspensions. 

These results demonstrate the impact that OIG has achieved 
since establishing a presence in Baghdad and Kabul. As a result 
of congressional support, OIG has fulfilled its commitment to vigor- 
ously oversee the Department’s transition and soon will be one of 
the few remaining oversight entities in Iraq. 

The challenges the Department faces in the transition to a civil- 
ian-led presence in Iraq are significant. DOD’s planned with- 
drawals of its troops by the end of this month requires that the De- 
partment of State provide security, life support, transportation, and 
other logistical support that DOD presently provides in Iraq. Our 
Office of Inspections has issued two reports, a July 2009 inspection 
of Embassy Baghdad and an October 2010 compliance followup re- 
view which addresses the embassy’s transition planning efforts. 

In response to our CFR, the Department appointed a Wash- 
ington-based Ambassador in February 2011 to manage the Iraq 
transition process. We also issued reviews in August 2009 and May 
2011 of the Department’s efforts to transition to a civilian-led pres- 
ence in Iraq. Both reviews found that the transition was taking 
place in an operating environment that remains violent and unpre- 
dictable. 

Our October 2009 report on the Department’s transition planning 
efforts recommended that Embassy Baghdad develop a unified 
transition plan and assign a senior transition coordinator in Iraq, 
establish a work force plan to ensure timely completion of large in- 
frastructure projects managed by the Embassy, determine what 
LOGCAP services and contract management personnel would be 
required, and verify resources needed to meet increased support re- 
quirements following DOD’s departure. All of these recommenda- 
tions have been closed. 

Our May 2011 report noted that Embassy Baghdad and the De- 
partment had established planning and management mechanisms 
to effectively transition to a civilian-led presence. It also mentioned 
that while the Department had made progress, several key deci- 
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sions were pending, some transition planning could not be final- 
ized, and progress was slipping in some areas. 

We remain concerned that some reconstruction projects were still 
experiencing delays and were not expected to be completed until 
mid-2012, and that establishing a viable diplomatic mission with- 
out DOD support and funding would require considerable re- 
sources, making it difficult to develop firm or detailed budget esti- 
mates. 

The Department generally agreed with and was responsive to the 
intent of the recommendations. 

Looking forward, we have 15 investigations related to Iraq and 
9 related to Afghanistan. Our 2012 Iraq and Afghanistan oversight 
plans include 6 audits plus a proposed joint audit with DOD OIG 
of programs in Baghdad and Kabul. In Baghdad, we will look at 
the Worldwide Protective Services’, WPS, contract for Embassy 
Baghdad, medical operations in Iraq, and the Department’s over- 
sight of the WPS task order for Kirkuk and Mosul. We have also 
proposed at DOD OIG that we undertake a joint audit of transition 
execution in Iraq, including implementation of the Baghdad Master 
Plan. 

In Kabul, we plan to audit the WPS task order for the Kabul 
Embassy Security Force, contracts to build prisons, and the WPS 
task order for Herat and Mazur-E-Sharif. 

For 2012, our Office of Inspections has planned inspections of the 
Office of the Coordinator for Counterterrorism and the Office to 
Monitor and Combat Trafficking in Persons. The Office of Audits 
is following up on its work in the region regarding treatment by 
contractors of third-country nationals and our Office of Investiga- 
tions also is actively engaged on this issue. 

We will continue to provide the Department and Congress with 
a comprehensive spectrum of audits, inspections, and investigations 
of post-transition activity in Iraq and preparations for transition 
planning in operations in Afghanistan. 

Mr. Chairman, Mr. Tierney, and members of the subcommittee, 
thank you once again for the opportunity to appear today, and I am 
ready to answer your questions. 

[The prepared statement of Mr. Geisel follows:] 
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Thank you. Chairman Chaffetz, Ranking Member Tierney, and members of the 
subcommittee, for the opportunity to testify today about the mechanisms we have in place to 
oversee Department programs in Iraq and Afghanistan. 

OIC Oversight in Iraq and Afghanistan 

Since standing up its overseas offices in 2008, the Office of Inspector General (OIG) has: 

• Conducted 3 1 investigations and produced 27 audits, inspections, and reviews of 
programs and operations in Iraq, including two reviews — one in 2009 and one issued 
this past May — of the State Department’s planning for and transition to a civilian-led 
mission in Iraq. 

• Conducted 14 investigations and produced 22 audits, inspections, and reviews of 
programs and operations in Afghanistan, many of which relate to the Department’s 
eventual transition from military to civilian control in Afghanistan. 

• Issued 1 1 audits, inspections, and reviews of programs that have a direct bearing on 
the Department’s program success and transition issues in Iraq and Afghanistan. 
These programs include security contracts, refugees, migration, trafficking in persons, 
and counterterrorism. 

• Conducted inspections of 1 5 U.S. missions in countries surrounding Iraq and 
Afghanistan, which are under the support and guidance of the Bureaus of South and 
Central Asian Affairs and Near Eastern Affairs. Recent inspections of those bureaus, 
as well as of the offices of the Special Envoy for Middle East Peace and the Special 
Representative for Afghanistan and Pakistan resulted in recommendations to improve 
program and operational management by those organizations. 

All told, our efforts in Iraq and Afghanistan during FY 201 1 have resulted in more than 
$200 million in questioned costs and funds put to better use, $16.6 million in investigative 
recoveries, and 20 contractor suspensions. Two recent investigative cases are worthy of particular 
note: 

On July 6, 201 1, as the result of a civil settlement filed in the U.S. District Court for the 
District of Columbia, a security contractor in Afghanistan agreed to pay more than $7.5 million 
in fines and recoveries. An OIG investigation into allegations that the contractor was involved in 
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a variety of misconduct determined that the company had avoided implementing required 
policies concerning trafficking in persons, misrepresented the work history of its employees, and 
failed to comply with foreign ownership, control, and influence mitigation requirements. 

On March 22, 201 1, a contractor and subcontractor entered into separate civil 
settlements with the Department of Justice and agreed to repay the government a total of more 
than $8.7 million in damages, as the result of an OIG investigation into allegations that the 
contractor and subcontractor grossly overcharged for work performed. The original contract, 
valued at more than $1 .7 billion, was awarded to recruit U.S. police officers, provide them with 
developmental training, and equip them to participate in international peacekeeping operations, 
including operations in Iraq. The investigation determined that the contractor had submitted 
inflated claims for the construction of container camps at various locations in Iraq. The 
subcontractor was determined to have sought reimbursement for danger pay that it falsely 
claimed to have paid its U.S. expatriate employees working in Iraq. 

These examples demonstrate the impact that OIG has been able to achieve since 
establishing an on-the-ground presence in Baghdad and Kabul. As a result of congressional 
funding and support, OIG has fulfilled its commitment to vigorously oversee the Department’s 
transition efforts in Iraq and Afghanistan, while maintaining our core program oversight in these 
countries. 

Moving toward the post-transition period. State OIG will be one of the few remaining 
oversight entities in Iraq. We will need to maintain or increase our oversight presence in Iraq and 
Afghanistan, as well as our supporting presence in Islamabad, Cairo, and Amman, to effectively 
carry out our oversight mission, undertake investigative cases, and meet expected increases in 
workload during the post-transition period. 

Transition Planning and Preparations 

The challenges the Department faces in the transition to a civilian-led presence in Iraq are 
significant, DOD’s planned withdrawal of its troops by the end of 201 1 requires that the 
Department of State provide security, life support, transportation, and other logistical support 
that DOD presently provides in Baghdad and other operational sites throughout Iraq. 

Since 2009, OIG has conducted two reviews of the Department’s transition planning and 
preparations — the first issued in August 2009 and the second in May 2011. Both of these reviews 
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found that the transition was taking place in an operating environment that was, and still is, 
violent and unpredictable. During the same period, our Office of Inspections issued two 
inspection reports — a July 2009 inspection of Embassy Baghdad and an October 2010 
compliance follow-up review of that inspection — which included discussions and 
recommendations related to the embassy’s transition planning efforts, among other areas. 

OIG’s August 2009 report on the Department’s transition planning efforts found that 
Embassy Baghdad did not have a unified transition plan in anticipation of DOD’s drawdown and 
had not appointed a senior-level coordinator for those activities; that the departure and relocation 
of military personnel would affect the timely completion of large infrastructure projects being 
managed by the Embassy; and that the Department’s planned reliance on the U.S. Army’s 
Logistics Civil Augmentation Program (LOGCAP) contract for operational support may be 
substantially different in terms of costs and services once the new LOGCAP contract is 
awarded. 

The report recommended that the Embassy develop a unified transition plan and assign a 
senior-level official to coordinate transition activities in Iraq; develop a workforce plan to 
provide effective management and oversight of contractors and ensure timely completion of 
projects; develop plans to determine what LOGCAP services would be required and ensure 
adequate contract management personnel would be available to manage and oversee the 
LOGCAP contract; and verify resource needs to meet the increase in logistical and program 
support requirements stemming from the downsizing and departure of DOD. The Department 
complied with OIG’s recommendations, all of which have been closed on the basis of 
satisfactory implementation. 

In February 201 1, in response to our October 2010 compliance follow-up review of the 
Embassy Baghdad inspection, the Department appointed a Washington-based Ambassador to 
manage the Iraq transition process. There had been continuous discussions in the Department 
since 2009 to develop detailed budget figures for completing the transition and sustaining post- 
transition operations. These discussions continue today, however, and funding uncertainties 
continue to impede the Department’s overall efforts to fully transition from a military to a 
diplomatic U.S. presence in Iraq. 

Our May 201 1 transition report noted that Embassy Baghdad and the Department had 
established planning and management mechanisms to effectively transition to a civilian-led 
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presence in Iraq. It also mentioned that the Department had made progress since the 2009 
transition report was issued; however, at that time, several key decisions were pending, some 
transition planning could not be finalized, and progress was slipping in some areas. 

Specifically, we remain concerned that, although progress was being made on completing 
the remaining reconstruction projects and transferring them to the Government of Iraq, some 
projects were still experiencing delays and were not expected to be completed until the summer 
of 2012; and that establishing a viable diplomatic mission in Iraq without DOD support and 
funding would require considerable resources, making it difficult to develop firm or detailed 
budget estimates. 

The May 201 1 transition report also found that: 

• The training of police in Iraq was critical to long-term stability and was generally on 
schedule, but the inability to finalize land-use agreements had prevented the start of 
construction at some training sites. 

• The Office of Security Cooperation (OSC) was expected to manage defense 
relationships between the U.S. Government and the Government of Iraq; however, the 
establishment of the OSC was behind schedule, and full mission capability was 
unlikely by October 2011. 

• Four planned provincial posts (including the Erbil consulate) were required to sustain 
the civilian presence; however, those posts were unlikely to be fully established by 
the end of 201 1, resulting in the embassy having to develop temporary facilities for 
those provincial posts until land-use and lease agreements with the Government of 
Iraq could be finalized and permanent facilities constructed. 

• The Department planned to expand and sustain air operations, including air 
transportation for chief of mission personnel; however, they were behind schedule 
because additional aircraft needed to be procured and maintained, agreements on 
flight plans and land use needed to be obtained, and air facilities needed to be 
constructed or renovated. 

• The protective security capability for U.S. Government personnel caused by the 
military’s withdrawal would need to be mitigated through closer working 
relationships with the Government of Iraq and its security forces, as well as access to 
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DOD security-related information and equipment, and those relationships continued 
to be a work in progress. 

• Finally, the potential existed that a mass casualty incident could occur, and the 
embassy had not adequately planned for such an incident. 

OIO’s recommendations in the May 2011 report specified that: 

• program and operational plans be finalized to develop detailed cost estimates for 
completing the transition to a civilian-led mission and ensure that future funding 
requirements to sustain programs and operations are included in those estimates; 

• an evaluation be performed for determining the optimum location to temporarily 
locate the Erbil consulate; and 

• a mass casualty response plan be developed. 

The Department generally agreed with and was responsive to the intent of these 
recommendations. 

Other progress has been made. Since last summer, the embassy has procured a number of 
aircraft and established “Embassy Air,” and all flight plans and agreements have been finalized 
with the Government of Iraq and other foreign authorities. The Department also has requested, 
and received from DOD, mine-resistant ambush-protected vehicles (MRAPs), counter-rocket 
artillery and mortar (CRAM) early warning systems, and other equipment for the protection of 
U.S. Government personnel. Finally, since our report was issued, the embassy has been planning 
and conducting exercises to prepare for a mass-casualty incident. 

2012 Oversight Plans 

Looking forward, the Office of Investigations currently has 26 active investigations in the 
Near East and South Asia regions, 15 of which relate to Iraq, and 9 of which relate to 
Afghanistan. In addition, OIG investigations have contributed to the recent increase in 
suspensions and debarments. 

Our Iraq and Afghanistan oversight plans include six audits, plus a planned joint audit 
with DOD, of programs to be undertaken in Baghdad and Kabul in 2012. 

In Baghdad, we will be looking at the Worldwide Protective Services (WPS) contract for 
Embassy Baghdad, the resources supporting medical operations in Iraq, and the Department’s 
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oversight of the WPS task order for Kirkuk and Mosul. We also plan to ask DOD IG to 
undertake a joint audit of transition execution in Iraq, including implementation of the Baghdad 
Master Plan. 

In Kabul, we plan to audit the WPS task order for the Kabul Embassy Security Force, the 
administration and oversight of Bureau of International Narcotics and Law Enforcement Affairs 
contracts to build prisons in Afghanistan, and the administration and the oversight and 
management of the WPS task order for Herat and Mazar-E-Sharif. 

We also are working on or have planned six additional audits of programs that directly 
affect programs in Iraq and Afghanistan; specifically: 

• secure embassy construction and adherence to standards; 

• counterterrorism security requirements; 

• Department oversight of mine action programs; 

• the Kabul WPS task order procurement process; 

• $700 million in grants for Overseas Refugee Assistance Programs in the South Asia 
and Middle East; and 

• Bureau of Diplomatic Security study and assessment of the WPS security requirement 
for the South Asia and Near East regions. 

In 2012, our Office of Inspections plans inspections of the Office of the Coordinator for 
Counterterrorism, the 2010 inspection of Embassy Islamabad and the Office to Monitor and 
Combat Trafficking in Persons. The Office of Audits is conducting follow-up work in the region 
involving oversight of employee treatment by contractors hiring third-country nationals, and our 
Office of Investigations also is actively engaged on this issue. 

We will continue to provide the Department and the Congress with a comprehensive 
spectrum of audits, inspections, and investigations during the first year of post-transition activity 
in Iraq and preparations for transition planning and operations in Afghanistan. 

Contingency IG 

Finally, as I testified before a Senate committee a year ago, the novel concept of creating a 
permanent Inspector General to oversee contingency operations merits serious discussion. The 
Special Inspector General for Iraq Reconstruction (S1GIR), performed a valuable oversight role 
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in Iraq, supported by hiring authorities and funding not available to permanent Inspectors 
General. 

Until 2008, the Department of State OIG had operated for 14 years with flat-lined 
budgets and insufficient staffing to conduct effective oversight in contingency areas. Since 2008, 
we have worked with Congress to successfully address the resource issues that previously 
hampered effective oversight of high-cost, high-risk Department of State programs in critical 
crisis and post-conflict areas. 

Congress subsequently provided us with significant additional funding, beginning with 
the FY 2008 supplemental bill and continuing with increased base appropriations through FY 
2010. Once the proper resources were available, we successfully delivered effective oversight of 
these Department programs and considerably increased our oversight and investigative capacity 
in the region. For example, from FY 2004 through 2008 when OIG’s budget was flat-lined, OIG 
produced 1 1 audits or inspections and conducted one investigation related to Afghanistan. 
Thanks to strong Congressional support for increasing OIG’s resource base, OIG has produced 
19 audits or inspections and conducted 14 investigations in Afghanistan in the past two years 
alone. 

Established departmental OIGs have proven their ability to work together and with the 
special IGs over the past two years to provide well-planned, effective, coordinated oversight in 
contingency operations. The departmental IGs have existing processes, organizational structures, 
and institutional knowledge of the programs within their departments that facilitate efficient 
oversight of those programs and eliminate the learning curve that would be required of a 
contingency IG. Current organizations already in existence, such as the Southwest Asia Joint 
Planning Group and the International Contract Corruption Task Force, can be leveraged to 
provide support for new contingencies around the world. 

Moreover, in an era of fiscal restraint, creating a permanent new bureaucracy to oversee 
contingency operations may not be prudent. Millions of start-up dollars alone would be required 
to establish and sustain the bureaucracy, even before it expanded staffing and operations in 
response to specific contingencies. In addition, the creation of a new investigative unit includes 
the significant challenges inherent in establishing policies, procedures, technical and logistical 
support, and the legal framework necessary to provide the required law enforcement authorities 
for such a unit to be effective. Finally, the current pool of qualified auditors, inspectors, and 
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investigators who are willing to deploy to contingency areas is limited, and the creation of a new 
IG for contingency operations would create more competition for these sparse personnel 
resources. In short, in the early years of Iraq operations, a special IG may have been needed, 
given State OIG’s inadequate resources to provide effective oversight in these areas. Today, we 
are structurally a different, more responsive organization with the increased resources and 
experience necessary to carry out this mission. 

Mr. Chairman, Mr. Tierney, and members of the subcommittee, thank you once again for 
the opportunity to appear today, and 1 am ready to answer your questions. 
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Mr. Chaffetz. Thank you. 

We will now recognize Mr. Carroll, the Acting Inspector General 
at USAID. 


STATEMENT OF MICHAEL G. CARROLL 

Mr. Carroll. Thank you, Chairman Chaffetz, Ranking Member 
Tierney, distinguished members of the subcommittee. I appreciate 
the opportunity to appear before you today to describe our work 
generally and specifically in Iraq and Afghanistan. If I could, I 
would like to begin by explaining how we are structured, uniquely 
structured, I would think, to provide oversight of AID’s programs 
around the world. 

Like the agency, the OIG is a Foreign Affairs Foreign Service or- 
ganization, and more than two-thirds of our auditors and investiga- 
tors are career foreign service officers permanently assigned to 
USAID OIG. So that worldwide availability gives us a great deal 
of flexibility to put people where they need to be when they need 
to be. In addition to that, even though we participate in the NSD 
38 process, by statute, we are exempt from country staffing level 
ceilings. 

So while this has never been an issue, and I don’t think it ever 
will be, we can put people where we need to put people, regardless 
of what the situation is on the ground with staffing ceilings in the 
different embassies. And, again, that gives us a great deal of flexi- 
bility, and over the past 8 years a couple of examples are opening 
country offices in Iraq, Afghanistan, and Pakistan; doubling the 
size of our staff in Pretoria, South Africa to oversee the Hilantos 
money for AIDS and infectious diseases in Sub-Saharan Africa; and 
then opening a satellite office, a smaller satellite in Port-au-Prince, 
Haiti to help the regional office in El Salvador oversee the humani- 
tarian assistance and reconstruction of post-earthquake Haiti. 

So I think that regardless of whether it is a contingency oper- 
ation or just a standard agency USAID operation, I think we are 
uniquely situated to do that work, to do the oversight work. 

In Iraq we started our oversight in 2003 with long-term TDYs, 
and then when the embassy got up and running and the AID mis- 
sion got up and running, we established an office of seven auditors 
and two investigators. So we have been there pretty much with 
SIGAR right from the beginning and will continue to be there. As 
the trajectory on the Agency’s programs in Iraq are sort of leveling 
off to a traditional country office mission operation at about $270 
million for 13, we are going to reduce the size of the staff to two 
auditors, two investigators, move the additional people over to 
Egypt, where our regional office is, and then provide oversight of 
Iraq from Egypt and from Iraq. 

In Afghanistan, we developed a little bit differently. Clearly, the 
infrastructure wasn’t available early on, so we were doing most of 
our work from the Philippines. We created a virtual country office 
in the Philippines and we were literally on the ground full-time in 
Afghanistan with auditors and investigators doing the work. But as 
the program increased in scope and complexity, we worked out 
with the embassy to put an office there and now we have seven 
auditors, U.S. direct-hire auditors, four Foreign Service national 
auditors, we have four American U.S. direct-hire investigators, one 
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foreign national investigator, and we are probably going to put on 
one more foreign national investigator. 

So we are committed both to Iraq and to Afghanistan in pro- 
viding audit oversight and investigative oversight of AID’s pro- 
grams in Afghanistan. 

So, with that, thank you for the opportunity to appear before you 
and I would welcome any questions you might have about our over- 
sight activity and the opportunities to improve that going forward. 

[The prepared statement of Mr. Carroll follows:] 
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Afghanistan and what can be done to continue to enhance oversight in the 
future. 

USAID OIG Oversight Efforts in Iraq and Afghanistan 

At USAID OIG, we continuously adapt our oversight approach to 
changes in the risk profile and strategic priority of international development 
activities. Accordingly, as USAID began to engage in Iraq following the fall 
of Saddam Hussein’s regime, we geared up our oversight activities. In 2003, 
while USAID was establishing assistance programs and operations amidst 
rapidly increasing expenditures, we began deploying personnel to Iraq on 
continuous temporary duty assignments. By June of the following year, we 
had formally established an office in-country. For a number of years 
thereafter, we maintained a staff of nine U.S. direct-hire auditors and 
investigators in Baghdad to provide concentrated, on-the-ground oversight 
that we supplemented with the efforts of our Washington-based personnel. 
Prompted by USAID program reductions in Iraq, however, we have begun to 
scale back our presence there to our present level of six U.S. direct hire 
personnel. We plan to continue to reduce the size of our Iraq office to four 
staff by the end of this fiscal year and will support their efforts with audit 
and investigative resources based in Cairo. 
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While USAID’s engagement in Iraq slowed, its programs and 
activities in Afghanistan increased and remain robust today. To address the 
risks attendant on Agency efforts there, we initially provided oversight from 
our regional office in the Philippines and headquarters in Washington. After 
the Afghanistan oversight responsibilities of our Manila office had grown to 
absorb the work of more than eight audit staff a year, we opened a country 
office in Kabul. That office has now expanded to include 1 1 U.S. citizen 
auditors and investigators and 6 Foreign Service National personnel. 

With OIG staff and resource surges in Afghanistan and Iraq came 
more intensive oversight. Drawing on a strong in-country presence in both 
nations, we were able to provide comprehensive performance and financial 
audit coverage of USAID programs and implement a vigorous investigative 
program. From fiscal year 2003 to 201 1, we issued 103 performance audits 
and reviews related to USAID activities in Afghanistan and Iraq. The 
resulting reports provided Agency managers with sober, even-handed 
assessments of their programs and more than 400 concrete recommendations 
for ways to improve them, in addition to identifying $95 million in 
questioned costs and funds recommended to be put to better use. 
Meanwhile, we supervised program-specific financial audits of $5.7 billion 
that led us to question $350 million in USAID expenditures. Over that span, 
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we also opened 258 investigations, 71 of which have been referred for 
prosecution. By the end of FY 2011, our investigative work had produced 
24 indictments, 19 convictions, 123 administrative actions (such as 
employee terminations and contract cancellations), and more than 
$285 million in savings and recoveries. 

In addition to stepping up these core oversight activities, we have 
made other adjustments in response to the heightened risk environment in 
these countries. To spur greater awareness of fraud indicators, help mitigate 
risks, and increase knowledge of reporting requirements, we pursued an 
aggressive fraud awareness campaign, delivering more than 150 briefings in 
Afghanistan and Iraq to approximately 3,000 representatives of contractors 
and grantees, host government officials, and federal procurement and project 
management personnel. 

We have also applied concentrated scrutiny to the aspects of 
assistance programs at greatest risk. We redoubled our monitoring of cash 
disbursements and examined core financial system components, exposing 
the failed development of a key financial information system for the Iraqi 
Government and deficiencies in oversight of bank supervision assistance 
activities that might have helped contain losses resulting from the collapse of 
Kabul Bank. We intensively examined security support for development 
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programs, reporting on the cost burden of these efforts, uncovering fraud on 
the part of U.S. based security firms operating in Afghanistan, and 
identifying indications of protection payments to insurgents. To address the 
increased risks of assistance channeled directly through the Afghan 
Government, we recommended improvements to ministerial assessments to 
increase their ability to detect and respond to significant control weaknesses 
before awards are made, and noted serious quality and sustainability 
deficiencies in health programs funded through an Afghan ministry. 

Because most of USAID’s development programs are implemented by 
external recipients, we have also expanded efforts to ensure that individuals 
and firms that are not presently responsible do not continue to receive 
U.S. Government grants and contracts. We have been working closely with 
Agency suspension and debarment officials to apply these tools in all 
appropriate cases. As a result of this collaboration, USAID has substantially 
increased its use of suspension and debarment and currently has 71 such 
exclusions in effect. Of this total, 72 percent stem from OIG investigations 
in Afghanistan and Iraq. 

Last year, we presented USAID officials with evidence of serious 
corporate misconduct, mismanagement, and a lack of internal controls on the 
part of one of its largest funding recipients, the Academy for Educational 
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Development (AED). In response, the Agency terminated the firm’s 
contracts in Afghanistan and Pakistan and took the extraordinary step of 
suspending it from future federal procurements. This significant step 
followed on a settlement with another major firm in November 2010. After 
years of investigative work, OIG established that high-level Louis Berger 
Group (LBG) employees had conspired to charge the U.S. Government 
falsely inflated overhead costs in Iraq and Afghanistan. Confronted with our 
evidence, LBG entered into an agreement with the Department of Justice to 
settle related civil and criminal charges and pay the U.S. Government 
$69.3 million in settlement charges, penalties, and restitution. 

These events have helped reset the accountability environment in 
foreign assistance. We have capitalized on this new momentum by 
increasing our engagement with implementing partners. We are intensifying 
outreach efforts and reinforcing opportunities for fraud reporting while 
emphasizing implementing partners’ Federal Acquisition Regulation 
reporting requirements to the OIGs. We aggressively pursue all major 
investigative leads and carefully monitor contractors' and grantees’ internal 
investigations of small scale allegations to ensure that they are conducted in 
a thorough but expeditious manner. When our investigations reveal 
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evidence of criminal or civil violations, we work closely with both U.S. and 
local prosecutors to bring subjects to justice. 

Combatting Fraud and Waste in the Future 

The Commission on Wartime Contracting recently recommended the 
establishment of a Special Inspector General for Overseas Contingency 
Operations (SIGOCO). Because the establishment of such an organization 
could have significant cost and operational implications, we believe that this 
proposal should be submitted to careful examination. 

To this end, it is helpful to first consider the history of Special 
Inspectors General in the international arena. The Special Inspectors 
General trace their origins to the Coalition Provisional Authority (CPA) in 
Iraq. Established as a caretaker government until a civilian government 
could be formed, U.S. Government officials served as Administrators for the 
CPA and it received its operating budget from the U.S. Congress. Given 
these facts, Congress endowed the CPA with an oversight apparatus similar 
to that of a cabinet-level agency within the U.S. Government and established 
an Inspector General (IG) to oversee this discrete unit of government. 

By the time a CPA IG was appointed, USAID OIG had already begun 

operating in-country. More USAID and CPA OIG personnel followed 

shortly thereafter, and Congress appreciated the hands-on engagement that 
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our organizations provided. Consequently, when plans for the dissolution of 
the CPA moved forward in 2004, Congress determined to keep CPA OIG’s 
oversight presence on the ground. Rechristened the Special Inspector 
General for Iraq Reconstruction (SIGIR), the CPA OIG received a modified 
mandate to oversee programs and operations associated with the Iraq Relief 
and Reconstruction Fund. 

The history of oversight in Afghanistan stands in stark contrast to the 
oversight experience in Iraq. We started reporting on assistance efforts in 
Afghanistan in early 2003 and all of the other statutory inspectors general 
had solid oversight programs in place prior to the Special Inspector General 
for Afghanistan Reconstruction’s (SIGAR’s) establishment. In fact, almost 
a full year before SIGAR came into being, we were actively engaged in an 
Afghanistan Working Group with representatives of the Government 
Accountability Office (GAO) and the State and Defense OIGs. This 
working group developed a strategic approach to oversight of 
U.S. Government activities in Afghanistan and worked to coordinate 
oversight plans and activities among the offices so that it could provide a 
comprehensive, objective perspective on U.S. Government efforts there. 

Because our organizations already had well-established, coordinated 
programs and activities in Afghanistan, SIGAR did not have a natural niche 
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to fill. Confronted with a challenging operating environment and oversight 
of such a wide array of programs, it initially had difficulty meeting 
recognized standards for audits and investigations and duplicated the work 
of others. 

The prospects of a successful civil-military campaign in Afghanistan 
have not been improved by multilayered reporting requirements and 
oversight institutions. Rather, in our judgment, the resulting intensified need 
for coordination and deconfliction has diverted valuable time from audit and 
investigative work and program management tasks. With these observations 
in mind, it is reasonable for taxpayers to question whether the generous 
support they provided for an additional oversight body in Afghanistan would 
have been better invested in the agency-specific inspectors general already 
operating in-country. 

We believe that a move to form a Special Inspector General for 
Overseas Contingency Operations would only serve to reprise past mistakes. 
Rather than addressing a gap in oversight coverage, such an organization 
would serve an entirely redundant function. Existing statutory inspectors 
general already have oversight authority over the fall scope of 
IJ.S. Government activities in current contingency settings and GAO 
provides an overarching view of multiagency initiatives. 
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Moreover, a SIGOCO would not bring any new tools or capability to 
oversight efforts. The inspectors general for USAID, State, and Defense 
have all developed capabilities to operate and perform in contingency 
environments. Indeed, oversight in contingency settings is and has been a 
core feature of our work for many years. About one in every five of our 
performance audits and reviews last year related to Afghanistan and Iraq, 
and approximately a third of our current investigations stem from allegations 
in those countries. In fact, Afghanistan and Iraq are only two of the 
countries where we have mobilized in response to disasters, conflicts, 
uprisings, and humanitarian crises. We have offices in eight other locations 
around the world including Egypt, Haiti, and Pakistan, and routinely perform 
oversight work in Sudan. We are always prepared to deploy our experienced 
Foreign Service auditors and investigators to the next contingency. We 
supplement their work with the efforts of reemployed annuitants that we 
retain using the enhanced personnel authorities that Congress has 
temporarily granted our organization. 

Agency inspectors general also have a strong track record of working 
together to ensure comprehensive oversight of multiagency matters. OIGs 
routinely participate in joint investigations and frequently conduct joint 
audits and reviews of interagency programs and activities. In order to 
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promote the early detection, prevention, and prosecution of procurement and 
grant fraud, for example, our office actively participates in the National 
Procurement Fraud Task Force and International Contract Corruption Task 
Force along with other law enforcement counterparts. At Congress’s 
direction, inspectors general across the government came together to provide 
oversight of stimulus spending and established the Recovery Operations 
Center to help coordinate and focus investigative work and leads across 
offices. Similarly, following Hurricane Katrina, the inspector general 
community rallied to provide coordinated oversight across 13 federal 
departments and agencies. In international settings, OIGs develop 
coordinated annual oversight plans for Southwest Asia and for HIV/AIDS, 
malaria, and tuberculosis programs. And with respect to Pakistan, we 
coordinate the preparation of a quarterly report with the State and Defense 
OIGs on the progress of the civilian assistance program and related oversight 
plans and activities. These arrangements work well because each of the 
participating organizations has clearly distinguishable lines of authority and 
accountability for oversight of a specific agency or department. 

Provided adequate funding and authorities, agency-specific inspectors 
general can respond effectively to future contingency operations in our 
respective areas of responsibility and provide necessaiy oversight. We have 
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unmatched knowledge of and experience working with the organizations that 
we oversee and also have a deeply ingrained institutional understanding of 
past management challenges and lessons learned from previous contingency 
operations. 

Instead of improving oversight, a SIGOCO is likely to blur 
jurisdictional lines and confuse Agency counterparts and implementing 
partners about reporting procedures and lines of authority. By needlessly 
adding a layer of bureaucracy, a SIGOCO will contribute to inefficiencies 
and distract program staff from key management and monitoring functions 
by adding to their already extensive reporting requirements. 

Finally, it is worth considering the opportunity cost of diverting scarce 
financial resources to the establishment and maintenance of a new 
bureaucratic entity. If more oversight is the aim, then we submit that there 
has been no better investment in international assistance oversight than with 
us. Our office has provided oversight in Afghanistan and Iraq for more than 
9 years for significantly less money than has been appropriated to the 
Special Inspectors General in a single year. For every dollar taxpayers have 
entrusted to our office in these settings, we have returned more than $1 1 in 
the form of sustained questioned costs and investigative savings and 
recoveries. 
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Many have been struck by the Commission on Wartime Contracting’s 
estimate of $31 to $60 billion in waste and fraud in Afghanistan and Iraq. 
Confronted with figures of this magnitude, the temptation is to respond by 
vastly expanding or reconfiguring oversight of U.S. Government activities in 
these countries. While we believe that the commitment of additional 
resources to oversight would yield reductions in fraud and waste, we believe 
that specific, targeted program interventions could also produce significant 
gains. 

As an oversight entity, we strive to identify corrective actions for 
remedying management and performance issues as soon as possible, and our 
recommendations help save millions of dollars a year. However, more 
effective planning and implementation of program efforts by the agencies 
operating in these areas could help reduce more waste upfront. Better 
application of program management principles would help ensure that 
stabilization and development interventions support intended goals. 
Assigning greater priority to project monitoring and evaluation could help 
Agency managers identify problem areas sooner. The training and 
deployment of additional contract and procurement personnel could improve 
choices about procurement mechanisms and help increase contractor 
compliance with the terms of their agreements. Finally, programs and 
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initiatives to strengthen the independence and professionalism of host 
country law enforcement, prosecutors, and courts, and reinforce the role of 
indigenous oversight institutions could improve the overall operating 
environment for our assistance programs. 

It is our belief that establishing a SIGOCO would not be an effective 
use of resources and that better options are available for reducing fraud and 
waste in contingency environments. If Congress and the President, 
nevertheless, determine to form such an entity, we would build on our long 
legacy of collaboration and work with it to advance our shared goals of 
reducing fraud, waste, and abuse and improving the economy, efficiency, 
and integrity of U.S. Government programs and activities. 

Finally, at a recent hearing before this Committee, former members of 
the Commission on Wartime Contracting suggested that the statutory 
inspectors general charged with oversight of contingency operations were 
not sufficiently independent from the agencies they oversee. We strongly 
disagree with this characterization. While it was in operation, the 
Commission never expressed any concern regarding the integrity or quality 
of our work. Now that its mandate has ended and the Commission has been 
dissolved, we believe that it is inappropriate to make such claims at hearings 
intended to present the Commission’s conclusions. 
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I can assure you that during the full course of my 1 0-year tenure with 
USAID OIG, nobody has ever presented any facts to suggest that we have 
provided anything less than the most vigorous, independent oversight in 
contingency environments. USAID OIG has a robust culture of integrity and 
we maintain the highest standards of independence in planning and 
executing our work. We have always assiduously pursued oversight of the 
agencies that we oversee and have never curtailed any oversight activities to 
foster better relations with any outside office or agency. We are proud of 
our tradition of fairness and objectivity, and our personnel, many of whom 
risk their lives in conflict settings, demonstrate their profound commitment 
to these values every day. 

Thank you for this opportunity to address the Subcommittee. 
We appreciate your interest in our work and your continuing commitment to 
effective oversight. I look forward to learning more about your interests and 
priorities and would be happy to answer any questions you may have at this 
time. 
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Mr. Chaffetz. Thank you. 

We will now recognize the Honorable Stuart Bowen, who is the 
Special Inspector General for Iraq Reconstruction. 

STATEMENT OF STUART W. BOWEN 

Mr. Bowen. Thank you, Chairman Chaffetz, Ranking Member 
Tierney, members of the committee for the opportunity to appear 
before you again and address our oversight work in Iraq, and also 
to take up the issue of improving oversight in contingency oper- 
ations. 

I just returned 2 weeks ago from my 31st trip to Iraq over the 
last 8 years; met with my 10 auditors and investigators while I was 
there and we are busy still addressing significant issues regarding 
the substantial U.S. funds being expended in Iraq. It is true, the 
military is departing the end of this month. Our footprint is shrink- 
ing, but billions of dollars in taxpayer money is still being spent, 
and that money requires firm and effective oversight for the coming 
year and the years thereafter. 

On Monday we appeared before the House Committee on Foreign 
Affairs to address the largest expenditure planned for next year by 
the State Department, and that is the billion dollars for the Police 
Development Program. Real questions were raised about the prepa- 
ration for that. Much work remains to be done to ensure that it can 
succeed. 

While I was in Iraq, I met with Ambassador Jeffrey, our Ambas- 
sador to Iraq, and Ambassador Sison, who is in charge of the Police 
Development Program, and they concurred with our findings and 
are taking action vigorously to implement them. 

However, I remain concerned about a couple of matters that oc- 
curred over the last month regarding our presence there, and one 
is a review process that the State Department has implemented to 
require us to vet the information that we normally get for our 
quarterly reports back through offices here in Washington, which 
will impede our responsiveness. You have come to rely on our quar- 
terly reports for a quick truth on what is going on in Iraq, and we 
want to maintain that capacity. We hope that we can overcome 
that limitation. 

There has also been an investigation problem that I identify in 
my statement that is relative to our capacity to get information and 
carry out investigations. These raise continuing concerns about our 
capacity to execute effective oversight in Iraq. 

But I also want to address the Government’s capacity to execute 
effective oversight in contingency operations. The Wartime Com- 
mission, in its final report a few months ago, rightly recognized 
that the United States can improve its ability to oversee contin- 
gency operations, recommending the creation of a special inspector 
general’s office. In other words, permanizing what we have been 
doing, what my colleague, Mr. Trent, and his staff are doing in Af- 
ghanistan. 

And I concur with their recommendation because it will provide 
funds, savings of money in Iraq. That is the bottom line. In Iraq, 
Afghanistan, and all overseas contingencies going forward, the spe- 
cial inspector general for overseas contingencies would save tax- 
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payer dollars. We have done that in Iraq, it is being done in Af- 
ghanistan; it would be done in future contingency operations. 

Let me take, very quickly, there are three objections to it that 
have been raised. One, it would be a layer of additional oversight. 
The opposite is true. The experience of SIGIR in Iraq has been that 
we have coalesced in focused oversight of the Iraq reconstruction 
mission and, as a result, have generated more effective work, more 
output, work that would have been more difficult to accomplish if 
there had been three, four, five inspector generals offices operating. 
Also, we created the Iraq Inspector General Council and, as Mr. 
Carroll pointed out, we worked very closely with AID from the be- 
ginning, and with State and with DOD over time, through that 
process to generate better work. It has been an effective catalyst 
to synergize oversight efforts in-country, not a layer. 

Second, the special inspector general for overseas contingencies 
would not sit fallow, as some have said, or waiting a contingency 
to happen. First of all, all you need to know is we have been in 
one of some form of another every year but two since 1980. The 
last 10 years we have been in the two largest in our history, in Af- 
ghanistan and Iraq. There is no doubt that the use of this office 
would be regular and necessary and, again, would generate savings 
of funds. 

And, finally, and this is the most important thing, would the ex- 
penses or the costs of this special inspector general be more or less 
than the current system that is used? And the answer is less. We 
have submitted a budget. It could operate on an effective, very lim- 
ited amount for the time necessary until contingencies occurred 
and then would be directed by the Congress, at the Congress’ call, 
to provide oversight in contingencies as they arise. It would be a 
tool for the Congress, a boon to the taxpayers, and save money in 
these times of $15 trillion debt. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Bowen follows:] 
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Chairman Chaffetz, Ranking Member Tierney, and members of the Subcommittee, thank you for 
the opportunity to discuss mechanisms currently in place to oversee spending of taxpayer dollars 
in Iraq and about how oversight might be further enhanced. 

Oversight in Iraq Today 

Ensuring effective oversight of the expenditure of taxpayer dollars in Iraq is the paramount focus 
of SIGIR’s mission. Although we will conclude our work at the end of 2012, we have much yet 
to do to protect the taxpayers’ interests. Billions of dollars are still being spent, and my auditors 
and investigators, though diminished in number, have a substantial menu of substantive jobs 
before them designed to promote the efficient and transparent expenditure of those dollars. 

As we execute this work, we will continue to coordinate closely with our fellow Inspectors 
General at State, DoD and USAID, particularly through the regular meetings of the Southwest 
Asia planning group. This process will be especially important in effectively transferring of any 
remaining investigations to sister agencies 12 months from now. 

Notwithstanding SIGIR’s brisk level of activity, the drop in dollars dedicated to Iraq’s relief and 
reconstruction and the departure of U.S. forces by the end of this month are fundamentally re- 
shaping all aspects of the Iraq mission, including oversight. Given that reality, this hearing 
wisely shines a light on the continuing need for accountability and transparency in Iraq. This 
need broaches several pertinent issues. 

First, I am concerned about maintaining SIGIR’s ability to get the information we need to 
complete ongoing audits and investigations and to continue to provide the kind of comprehensive 
Quarterly Report coverage that the Congress has come to expect from us. The State Department 
recently instituted a new bureaucratic process, requiring the channeling of information that we 
request from the Embassy through Foggy Bottom offices. This process inevitably will cause 
delays, impede our capacity to deal directly with the individuals in Iraq responsible for providing 
the necessary data, and thus reduce our responsiveness. 
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Symptomatic of this bureaucratic development, one of my investigators, working jointly with the 
FBI on a criminal case, recently was refused information by the State Department regarding a 
potential subject (who is a State employee). State directed my investigator to use the “audit 
process” to obtain this investigative information. Worse, he was challenged as to whether the 
information, which he had requested in good faith, was even related to “reconstruction funding,” 
This development is just the latest quandary in a predicament-filled year, during which the State 
Department has repeatedly raised fallacious objections to varying SIGIR requests. I thank the 
Chairman and Ranking Member - and the full Committee’s leadership - for their steadfast 
support of our oversight mission; but these recent issues underscore the reality of the continuing 
oversight challenges that confront us. 

Regarding oversight of Defense Department activities, the departure of the United States military 
from Iraq means that the residual accounting for DoD’s programs rests with CENTCOM. 
Regarding SIGIR’s ongoing reviews and investigations involving DoD assets, the changes that 
2012 brings means that access to individuals and data will certainly become more difficult. DoD 
is archiving its Iraq reconstruction data, frequently at remote locations. Moreover, those persons 
with primary knowledge of DoD’s work in Iraq have mostly moved on to new callings. 

The military’s departure from Iraq will further affect our mission in another particularly acute 
fashion - SIGIR’s capacity to move about the country. 1 and my staff have spent the past eight 
years literally covering Iraq. The relatively easy means of travel we enjoyed in the past departed 
with our military. But we still have information that we can only obtain outside the safe confines 
of the Embassy compound in Baghdad. We are seeking to remediate this limitation, as USAID- 
IG has done, by using local contractors. That is, we hope to be able to use an in-country capacity 
to gain access to information that we otherwise could not obtain. 

Despite these varying and fluid challenges, SIGIR will continue to produce timely, accurate, and 
comprehensive reporting on the billions in taxpayer dollars yet to be spent in Iraq. In so doing, 
we will coordinate and collaborate fully with State, USAID, Defense, and all other agencies 
operating in Iraq. As our mission draws to a close at the end of next year, we will provide the 
Congress with a capping report that captures the results of eight years of oversight work in Iraq, 

Let me turn now to the important issue of enhancing oversight in future overseas contingency 
operations. 

Oversight in the SRO Context 

The stabilization and reconstruction operations (SRO) in Afghanistan and Iraq exposed 
weaknesses within our national security structure, including SRO planning, execution, and 
oversight, which stimulated a series of substantive responses that fundamentally altered the U.S, 


2 



55 


approach to contingencies. Most recently, the State Department stood up the Bureau of Conflict 
and Stabilization Operations (CSO), first proposed in last December’s Quadrennial Diplomacy 
and Development Review. The CSO subsumes and succeeds the State Department’s 
Coordinator for Reconstruction and Stabilization (S/CRS), which was created in 2005 through 
National Security Presidential Directive 44 to provide a greater civilian SRO response capacity. 
On the Defense side, DoD recently issued its first Joint Doctrine for Stability Operations, 
carrying forward the Pentagon’s “stabilization revolution” begun in 2005 with the issuance of 
DoD Directive 3001 .05. These developments punctuate an evolution in national security 
thinking within the federal government toward a more integral approach to planning and 
executing SROs. But this evolutionary process has yet to address the oversight piece. Integral 
SRO planning and execution is crucial; but so is integrated oversight. 

The recently-issued Commission on Wartime Contracting’s Final Report proposed a solution that 
would promote integrated oversight in SROs: the creation of a Special Inspector General for 
Contingency Operations (SIGOC). The Congress now has legislation before it proposing the 
creation of such. I believe the Iraq experience -specifically, the success of SIGIR’s work - 
supports SIGOC’s creation. 

SIGOC would constitute an experienced, cross-jurisdictional, and scalable expeditionary 
oversight organization that would serve as an economic, efficient, and effective tool in fighting 
waste, fraud, and abuse in overseas contingency operations. Further, it would be an effective 
means for ascertaining which new SRO systems and policies are working and which are not, so 
that the government could better target limited resources in carrying out contingencies. 

While these institutional and policy-based arguments substantiate a sound basis for creating 
SIGOC, there is one rationale that transcends even these important considerations. SIGOC would 
have a net cost of zero. The savings SIGOC would obtain over time would vastly outpace the 
relatively modest investment necessary to stand up its operations. 

Why SIGOC? 

GAO has been around for 90 years, statutory civilian Inspectors General for just over 30. The 
first Special Inspector General - my office - was created in 2003 by a Congress that recognized 
the unique vulnerabilities inherent in prosecuting an SRO in Iraq that involved billions of 
taxpayer dollars. This new tool was usefully employed to combat fraud waste and abuse, in a 
manner that was complementary not contradictory to the existing oversight regimes. 

Now, eight years having passed since SIGIR’s creation, I believe I can safely say that the 
dedication and expertise of SIGIR’s staff combined with our unique mandate and structure, 
allowed us to make a positive difference by improving outcomes, imposing accountability. 
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expanding transparency, and saving taxpayer dollars (through more than 400 reports that 
generated nearly $1 .5 billion in financial benefits). We deterred fraud and punished theft, 
securing to date 61 convictions and dozens of contractor suspensions and debarments. 

The SIG1R experience underscores several important oversight advantages that SIGOC would 
provide: 

• Interagency Jurisdiction - SROs are inherently interagency operations. The IG 
overseeing them should have the authority to review the operations and accounts of any 
agency involved. SIGIR has had that authority in Iraq. But no permanent executive 
branch IG has the authority to audit the work of another. Thus, absent SIGOC, oversight 
in future SROs would require “joint jobs,” an imperfect, complicated, and ad hoc 
solution. 

• Focus and Speed - A Special IG can focus quickly on a relatively small number of 
matters of great importance. It can generate reporting at a faster pace than permanent 
IG’s. For example, SIGIR and SIGAR report to the Congress quarterly. SIGOC’s 
leadership would usually be engaged in one or two contingencies. They would not have 
to also be engaged in reviewing the operations of a world-wide Department or Agency. 

• Applying Lessons Learned - A special IG’s continuous SRO engagement would ensure 
the retention of institutional knowledge, the maintenance of a lessons-leamed database, 
and the development of best practices, all of which would strengthen the planning and 
execution of future SROs. This means that SIGOC’s work would strengthen our national 
security interests and not just save money . 

• Scalable for Efficiency - At the height of the Iraq engagement in 2007-08, SIGIR had 
more than 160 employees, with over 50 assigned to Iraq. Today, we stand at 85 total 
employees and plan to be down to 50 by the middle of next year. We match our 
workforce to the workload through enhanced hiring and contracting capabilities. SIGOC 
would have a similar approach. 

• Commitment to Deployment - SIGIR ’s staff knows that they have signed up for 
overseas deployment to a conflict zone. This issue was a problem for permanent IG’s in 
2003-04, whose staff did not join their respective organizations expecting long tours in 
unstable areas. Further, given this clarity of mission, SIGOC would be able to deploy 
from the start of a contingency, which would yield crucial cost savings through better 
accountability and stronger transparency. 
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• Surge Capacity - Permanent agency IG’s have a critically important job in overseeing 
their large departments. Cherry-picking top talent “out of hide” to rush forward to a 
crisis impairs their primary mission and burdens limited resources. SIGIR complemented 
the work of the DoD, State, and USAID IGs in a coordinated way, allowing them to 
maintain focus on their substantial primary missions, 

• Experience and Expertise - SIGIR’s ability to hire retired annuitants kept its staff-size 
low but its level of experience and expertise high. More than 60% of SIGIR’s staff is at 
level GS-1 5 or above, which means a broader range of well-trained abilities from which 
to draw, allowing rapid results from small and agile teams. Hiring flexibilities also 
permitted the employment of cultural experts, strengthening our audit and investigative 
capacities in Iraq. 

Our sister agency, the Special Inspector General for Afghanistan Reconstruction (SIGAR), was 
established in 2008, well after the Afghanistan SRO began. While SIGAR’s dedicated staff 
worked hard from the start to make a difference, its early struggles help substantiate the need for 
establishing a permanent Special IG. It takes time to build an effective organization, and you 
simply don’t have much time once a contingency has begun. 

SIGAR faced several disadvantages that SIGIR did not, including: 

• SIGAR was established with a budget of just $2 million, while SIGIR was given $75 
million in “no-year” money at its creation. 

• SIGAR was created more than seven years into the Afghan operation, while SIGIR was 
created within a year of the Iraq operation’s inception. 

• SIGAR was peer-reviewed (by its own invitation) before it had the chance to fully 
develop necessary policies and procedures that would allow it to withstand such reviews. 

SIGIR assisted in the stand-up of SIGAR, providing it a broad spectrum of personnel and back- 
office support. Having one administrative office would be a huge money saver. Likewise, a 
single, experienced office would provide quality assurance and streamlined, proven processes. 
The United States will face more SROs in the future. Thus, there is an inherent wisdom in 
retaining the experience and expertise attained by the existing special IG offices. Perhaps the 
most compelling point supporting the creation of SIGOC is the amount of fraud, waste, and 
abuse that would have been averted during the first year in Iraq had SIGOC then existed (the 
same rationale applies to Afghanistan) . Those savings alone would have paid for a SIGOC for 
our lifetime and beyond. 
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S1G1R testified previously that it would take approximately $5 million per year to maintain a 
core SIGOC staff, with add-on options per contingency ranging from $8 million to $25 million. 
We have attached a draft notional budget that lays out these financial considerations, keeping in 
mind that an 1G should recover much more than it spends in program efficiencies and outright 
cost savings. 

Some have questioned what a permanent special 1G would do during the times when no 
contingency was active. But this question’s premise is rebutted by the fact that we have been 
involved in SROs nearly every year since the 1980. Further, as the Wartime Contracting 
Commission pointed out in its recent Final Report, a small standing oversight capability would 
be able to train its planning and oversight capabilities such that when deployed they could make 
a substantial difference from the start of a contingency. 

Other sound bases for establishing SIGOC include: 

• Independence. Truly independent oversight allows difficult truths about volatile issues 
to be clearly told. This promotes transparency and thus better government. One of the 
keys to such transparency would be the special IG’s detailed Quarterly Reports, which 
provide the Congress and taxpayers a full accountability for the myriad programs 
ongoing in a contingency environment. 

• Efficiency. In a time of dwindling resources and decreasing budgets, a singularly focused 
oversight mechanism for SROs would reduce waste, deter fraud, and stop abuse in every 
program. 

• Judgment. In a time of increasing national security threats, the government must 
improve its capacity to evaluate program results, so that it can make good judgments 
about what works best in SROs. An established oversight agency for contingencies 
would promote better planning and improved execution for SROs. 

• Capacity. A standing oversight capacity that could react quickly to an SRO would better 
protect the taxpayers’ interests. Moreover, the SIGOC would be a vehicle for improving 
the tools for effective oversight across the board, which might be transferable to the IG 
community at large. 

• Deterrence. Effective oversight from the start of an SRO will save taxpayer dollars by 
deterring those less-than-stellar contractors who might cut comers or pad an invoice. 
Ensuring tight oversight from the start would better protect our national security interests, 
because it would increase the likelihood of project and program success. 
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Mr. Chairman, Ranking Member Tierney, members of the Committee, the SIG1R experience 
tends to substantiate the benefits of focused oversight for SROs. Permanently establishing such a 
mechanism would save taxpayer dollars, improve mission performance, and strengthen the 
protection of our national security interest. Finally, permanizing an SRO oversight office would 
avert the repetition of the ad hoc approaches of the past and better advance the well-accepted 
principles in accountability and transparency so necessary to successful contingency operations. 

Thank you for the opportunity to present my statement to the Committee. I look forward to your 
questions. 
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Mr. Chaffetz. Thank you, Mr. Bowen. I know we will have some 
more lively discussion about this proposal as well. 

We will now recognize Mr. Trent, who is the Acting Inspector 
General for Afghanistan reconstruction. Mr. Trent, you are recog- 
nized for 5 minutes. 

STATEMENT OF STEVEN J. TRENT 

Mr. Trent. Thank you, Mr. Chairman, Ranking Member 
Tierney, and members of the committee. I am pleased to be here 
with my colleagues today to discuss ways to strength oversight of 
reconstruction in Afghanistan. 

As you know, the President has requested more than $18 billion 
in the fiscal year 2012 budget to assist Afghanistan. If approved, 
this will bring total appropriations to $90 billion, which is the larg- 
est rebuilding effort since the Marshall Plan. 

Congress created SIGAR in 2008 to provide oversight for this sig- 
nificant investment. Since then, our auditors and investigators 
have had a positive impact on the reconstruction effort. We have 
issued 49 audit reports and made 149 recommendations that have 
led to great accountability and improvements in contracting and 
program management. Just this year, our auditors have identified 
nearly $70 million in funds that should be returned to the U.S. 
Government. 

SIGAR investigators have played an important role in both de- 
tecting and deterring fraud. The work has resulted in the recent 
successful prosecution of the largest bribery case to date from Af- 
ghanistan. This year, they produced $51 million in fines, penalties, 
forfeitures, seizures, and savings. 

However, I believe SIGAR can and must do more to strengthen 
oversight during this critical transition period in Afghanistan, so 
we are taking aggressive steps to focus our audit and investigative 
work on the most critical areas of the reconstruction effort. We 
have developed a fiscal year 2012 audit plan that identifies five 
critical areas to successful Afghanistan reconstruction. They are 
private security contractors, Afghan governance capacity and sus- 
tainability, contracting, program results and evaluations, fraud de- 
tection and mitigation. 

We have also added inspections to provide timely assessments of 
infrastructure projects. These rapid reviews will verify if the work 
was performed correctly and achieved intended outcomes. Most im- 
portantly, this work can help determine if projects are sustainable. 
We are also adding a series of audits to examine contract expendi- 
tures. These audits will allow us to more accurately assess whether 
the U.S. Government has been billed properly. 

Along with our sister oversight agencies, we consistently coordi- 
nate to avoid duplicating each other’s work. However, we know 
that we need a more comprehensive and targeted approach. There- 
fore, along with our colleagues, we are developing a strategic 
framework to guide the IG community’s work in Afghanistan recon- 
struction. We intend to identify the issues most important to law- 
makers and policymakers, and use these issues to drive the results 
of the IG community’s work. SIGAR hosted the first meeting of this 
effort last week. 
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Finally, SIGAR is taking a leadership role in holding contractors 
accountable in Afghanistan. We are expanding our investigative 
presence in Afghanistan to build criminal cases. We have 111 ongo- 
ing criminal investigations, 68 of which involve contract and pro- 
curement fraud. Criminal and civil legal proceedings, however, can 
take substantial periods of time, so SIGAR has also enhanced its 
suspension and debarment program to address the need for more 
timely and targeted actions. SIGAR is currently on track to make 
approximately 80 suspension and debarment referrals by the end 
of this year. 

SIGAR is taking important steps to enhance oversight; however, 
the implementing agencies also have a responsibility to strengthen 
oversight of their own operations. During my recent trip to Afghan- 
istan, I met with high level U.S. civilian and military officials to 
discuss what steps they are taking to improve contract and pro- 
gram management. I will continue to engage in these important 
discussions, which also help to better target SIGAR’s work. 

Let me conclude by saying that we have listened closely to this 
committee’s thoughtful questions about oversight and we are heed- 
ing your concerns. The Congress has provided enormous resources 
for Afghanistan reconstruction in a difficult budgetary environ- 
ment. At SIGAR we are committed to ensuring that our oversight 
not only protects this historic investment, but helps U.S. imple- 
menting agencies produce better results. 

Thank you, Mr. Chairman, for giving SIGAR the opportunity to 
appear this morning. 

[The prepared statement of Mr. Trent follows:] 
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STATEMENT PREPARED FOR ACTING INSPECTOR GENERAL FOR 
AFGHANISTAN RECONSTRUCTION STEVEN J TRENT 

HOUSE SUBCOMMITTEE ON NATIONAL SECURITY, HOMELAND DEFENSE AND 

FOREIGN OPERATIONS 

WEDNESDAY, DECEMBER 7, 2011, 10:00 AM 


Thank you Mr. Chairman, ranking member Tierney, and members of the Committee. 

I am pleased to be here with my oversight colleagues to discuss strengthening oversight of U.S. 
reconstruction efforts in Afghanistan. As you know, SIGAR was established by the National 
Defense Authorization Act (NDAA) in FY 2008, to provide oversight of reconstruction in 
Afghanistan. Over the last decade. Congress has appropriated nearly $73 billion to rebuild 
Afghanistan. In his fiscal year (FY) 2012 budget request. President Obama asked Congress for 
an additional $18.8 billion to support programs to build Afghanistan’s security forces, develop 
the country’s economy, and promote good governance. If approved, this would be the largest 
appropriation of funds for the reconstruction of Afghanistan in a single year. It would increase 
total U.S. funding to rebuild Afghanistan to $90 billion since 2002, making this the most 
expensive U.S. reconstruction effort since the Marshall Plan following World War II. 

Ensuring that the considerable funding provided by the U.S. taxpayer to rebuild Afghanistan is 
not subject to waste, fraud, or abuse, and that it is being spent efficiently and effectively to 
realize U.S. strategic objectives requires vigorous oversight. Responsibility for good oversight 
must be shared among oversight agencies, such as SIGAR; U.S. government agencies and 
departments charged with planning and managing reconstruction programs; and with the 
contractors and other entities, such as non-profit organizations, that are paid to implement 
projects. 

At our best, oversight agencies not only detect and deter waste, fraud, and abuse; we also provide 
recommendations to help implementing agencies improve their own oversight and strengthen 
their ability to effectively develop and execute programs. Since 2008, when SIGAR was created, 
our auditors and investigators have had a positive impact on the reconstruction effort by helping 
to increase accountability and improve the planning, contracting, and program management of 
reconstruction projects. Let me share a few milestones demonstrating SIGAR’s contribution to 
stronger oversight. 

SIGAR Accomplishments 

Over the last three years, SIGAR auditors have issued 49 reports and made 149 
recommendations to improve contracting, program management, and quality assurance. In FY 
2011, SIGAR auditors also identified up to $69.9 million in funds that should be returned to the 
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U.S. government. SIGAR audits have led to changes in the ways implementing agencies are 
executing programs in Afghanistan For example, one of our audits contributed to the Defense 
Department’s decision to develop a new system to assess the capabilities of the Afghanistan 
National Security Forces (ANSF). Because more than half of all reconstruction dollars are going 
to rebuild Afghanistan’s security forces and the U.S. strategy depends on these forces being able 
to provide security by 2014, it is vital that the United States and its coalition partners have a 
reliable way to measure ANSF progress. 

Through our audits of infrastructure projects for the Afghan National Army and the Afghan 
National Police, SIGAR raised concerns about planning and underscored the significant 
challenges the Afghan government faces to sustain completed facilities. These audits have led 
implementing agencies to give greater consideration to how the Afghan government will operate 
and maintain these facilities after 2014. The oversight community has recognized the 
importance of SIGAR’s work in this area. For example, the Commission on Wartime 
Contracting singled out SIGAR for highlighting problems related to the sustainability of 
construction spending in Afghanistan. 

SIGAR auditors have overcome security constraints to provide valuable assessments of 
reconstruction programs in the provinces. For example, in its audit of the Commander’s 
Emergency Response Program (CERP) in Laghman Province, SIGAR found that nearly half of 
the projects were at risk or had questionable outcomes. The audit raised questions about the 
adequacy of CERP oversight and the capacity of the Afghan government to sustain completed 
CERP projects. The Council oflnspectors General for Integrity and Efficiency (CIGIE) gave the 
201 1 Sentner Award for Dedication and Courage to the SIGAR team that conducted this audit. 

SIGAR is also leading the way in investigating fraud, waste and abuse in Afghanistan. SIGAR 
has 1 1 1 ongoing investigations, 68 of which involve procurement and contract fraud. Recently, a 
SIGAR-initiated investigation resulted in the successful prosecution of the largest Afghan 
bribery case since reconstruction began. In addition, SIGAR investigations have produced $51 
million in fines, penalties, forfeitures, seizures and savings. To build on this record, SIGAR is 
putting more investigators where the money is. SIGAR has assigned agents outside of Kabul, so 
they are closer to the Regional Contracting Centers. Just last month, SIGAR opened three new 
offices in Khost, Herat and Helmand provinces. 

In June 201 1, to strengthen its ability to hold contractors accountable, SIGAR enhanced its 
suspension and debarment program to combat procurement fraud and corruption in 
Afghanistan’s unique contracting environment. We believe our program is a model in the IG 
community, meeting or exceeding recommendations in a recent report released by CIGIE in 
September 201 1. This program is particularly important because the U.S. government has 
sought to increase the number of contracts awarded to Afghan entities. In fact, the majority of 
subcontractors implementing U.S. contracts are Afghan firms. As you know, U.S. law 
enforcement agencies have no authority to criminally prosecute Afghan citizens. But U.S. 


Page 2 of 7 



65 


implementing agencies do have the ability to suspend and debar any company or individual of 
any nationality from obtaining U.S.-funded contracts. 

SIGAR determined that a significant number of cases in Afghanistan could be addressed using 
suspension and debarment, in addition to criminal convictions and civil recoveries. Specifically, 
SJGAR actively seeks out cases that are not accepted for criminal or civil action to refer for 
suspension or debarment. In addition, we look at cases that — with additional investigative 
work — can meet the evidentiary standards required for a successful suspension or debarment 
action. The use of suspension and debarment is especially important for SIGAR, as many cases 
opened and investigated involve local Afghans or third country nationals. Consequently, many 
cases lack either the jurisdiction or legal basis to sustain a criminal or civil case in federal district 
court. SIGAR took the initiative to address these issues to ensure that referrals for suspension 
and debarment actions occur in a timely manner and not as an afterthought to criminal and civil 
remedies. This program not only looks at the results of investigations but also has the capability 
to utilize the results of audit reports to develop suspension and debarment actions. SIGAR is 
currently on track to make approximately 80 suspension and debarment referrals by the end of 
2011. 

Strengthening SIGAR Oversight 

Although SIGAR’s body of audit and investigative work has led to improvements in the U.S. 
reconstruction effort in Afghanistan, I also believe that we can and should make our oversight 
more effective. Most important, I believe we need to adopt a more strategic approach to 
oversight in Afghanistan. 

To help accomplish this, SIGAR has developed an FY 2012 audit plan that identifies five critical 
focus areas, including: 

• Private Security Contractors 

The future of the U.S. reconstruction effort depends to a great degree on the ability of 
implementing agencies and contractors to provide security for their staff and facilities. 
SIGAR is conducting a series of audits to determine 1) if the Department of Defense, the 
Department of State, and USAID have complied with requirements related to private security 
contractors in the 2008 NDAA, 2) what proportion of costs for reconstruction projects are 
directly attributed to security, and 3) how the impending transfer of security functions to the 
Afghan Public Protection Force will affect reconstruction efforts. 

• Afghanistan Governance Capacity and Sustainability 

The U.S. reconstruction strategy in Afghanistan places a high priority on increasing Afghan 
capacity to govern more effectively and sustain programs. Over the next year, SIGAR will 
evaluate 1) how Afghanistan’s Ministries of Defense and Interior have used U.S. funds to 
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build their governing capacity, 2) whether these funds have been used effectively and 
efficiently, and 3) the extent to which U.S. reconstruction programs and investments have 
taken into account the capacity of the Afghan government to sustain these programs and 
investments. 

• Program Results and Evaluation 

SIGAR will be assessing reconstruction projects to determine 1) if they are achieving their 
intended results and outcomes; 2) the extent to which project managers are taking action to 
curtail efforts, amend projects and/or reduce funding for projects that are not delivering 
results; and 3) the extent to which stabilization initiatives are producing the expected 
outcomes. 

• Contracting 

Because the U.S. government relies heavily on contractors to implement reconstruction 
programs, SIGAR will continue to examine closely all aspects of the contracting process. 
Specifically, we will assess the extent to which the Departments of Defense and State, as 
well as USAID, are 1) awarding contracts competitively, and 2) administering contracts in a 
manner to ensure that costs are controlled and that contractors remain on schedule and 
perform as required. 

• Fraud Detection and Mitigation 

Given the large U.S. investment in rebuilding Afghanistan, SIGAR believes that U.S. 
programs must include mechanisms to detect and mitigate fraud. Our auditors will assess 1) 
the extent to which the U.S. reconstruction effort has assisted the ANSF to build a logistics 
capability to maintain their vehicles and supply their forces with food and fuel and 2) the 
extent to which these efforts have included internal controls to prevent fraud, waste, and 
abuse in the logistics processes. SIGAR will also conduct audits to determine 1) whether 
particular reconstruction programs and contractors are prone to corruption, such as collusive 
bidding, false billing, or duplicate payments, and 2) if they are, what steps could be taken to 
reduce their vulnerability. 

Recognizing the need for “real-time” assessments in Afghanistan, SIGAR will augment its audits 
with inspections to conduct rapid reviews of infrastructure projects to verify if work was 
performed to quality standards, if the projects achieved intended outcomes, and if the projects are 
properly managed. SIGAR is also adding a series of audits to examine contract expenditures. 
These audits will allow us to more accurately assess whether the U.S. government is being 
properly billed. 
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Finally, S1GAR is working with our sister oversight agencies to develop a strategic framework to 
guide the 1G community’s work on Afghanistan reconstruction. As you may know, every year 
the IGs working in Afghanistan put forward an audit plan for the coming year. We meet on a 
regular basis under the auspices of the Southwest Asia Joint Planning Group. The group de- 
conflicts the content and schedules of our audits, and then publishes the result. This process 
ensures we are not spending precious resources duplicating each other’s work. 

But in discussing this process among ourselves, my colleagues and 1 have recognized that de- 
conflicting audit schedules is not enough. We need an overall strategic planning process that 
identifies the issues of most importance to law makers and policy makers, and uses these issues 
to drive the audits the IG community will perform. So on November 30, 2011, S1GAR hosted 
the first meeting to develop a FY 2013 strategic audit plan for the entire IG community working 
in Afghanistan. 2 The goal of this process is to: 

• Reduce overlap and better leverage capabilities of the IG community to deliver higher 
quality results 

• Better integrate client and stakeholder concerns into the audit planning process to ensure 
audits and inspections provide highest value 

• Identify opportunities to communicate trends, lessons learned and policy 
recommendations. 

As part of this process, we will also produce capstone reports that analyze and make 
recommendations on broad reconstruction issues, such as the effect of security on rebuilding 
efforts, obstacles to building governing capacity, and the challenges of implementing sustainable 
programs. We believe it’s especially important in a contingency environment to identify the 
overarching issues that the IG community is consistently finding, so that solutions to these 
recurring problems can be proposed. 

Addressing Future Contingencies 

SIGAR’s main concern is ensuring that we provide the most robust oversight possible of what is 
the largest contingency operation in the last 60 years. While the likelihood of another 
contingency of this magnitude is unlikely, SIGAR’s experiences and challenges in Afghanistan 
have provided us with insight that may be helpful in planning oversight for future contingencies. 
So in addition to outlining ways in which we have strengthened our own oversight efforts, let me 
make some observations that you may find useful. 

First, oversight agencies need to be able to hire the right staff, with the right expertise, in a 
timely manner. One cost-effective and efficient way to meet this need would be to give existing 
IGs and the U.S. Government Accountability Office temporary 3161 hiring authority. This 
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would allow IGs to surge their staff, as required by new contingencies. And it would have the 
added benefit of allowing IGs to cut back their staff easily, as contingencies are resolved. 

Second, our experience shows that resources need to be provided up front — as they were for the 
Iraq contingency — to allow oversight agencies to immediately begin fulfilling their mandates. 
The funding delays that we initially experienced prevented us from hiring and fielding the 
auditors and investigators required to exercise proper oversight. 

Third, contingencies involving multiple agencies and multiple funding streams require a 
coordinated oversight plan that ensures the oversight community focuses on the most critical 
areas. As I discussed earlier, SIGAR is working with our colleagues to develop a strategic 
framework to address this need in Afghanistan. In the event of future contingencies. Congress 
could not only designate an existing oversight body to assume this leadership role, but mandate 
that the oversight community develop and publish such a plan. 

Fourth, each contingency operation presents unique challenges. While it is possible and 
important to draw on the lessons learned from previous contingencies, we cannot underestimate 
the extent to which oversight will have to be customized for each situation. 

Finally, implementing agencies must also take the responsibility to strengthen oversight of their 
own operations. They are the front line of planning, implementing, and overseeing contracts and 
programs. In November, 1 met with senior civilian and military officials in Afghanistan charged 
with implementing the reconstruction effort in Afghanistan. Through these discussions, I learned 
of steps they are taking to improve oversight in response to our findings and recommendations. 
We will continue to monitor their progress. 

Conclusion 

Let me conclude by acknowledging the difficult choices facing lawmakers today regarding 
scarce government resources. As we look forward, the budget challenges facing our country 
suggest that spending for future contingencies will not approach the levels of magnitude of Iraq 
and Afghanistan. Many thoughtful recommendations have been put forward — by the 
Commission on Wartime Contracting and others — to improve oversight in contingency 
environments. At SIGAR, we are committed not only to identifying best practices — taking into 
account this unique budgetary environment — but to ensuring that our current oversight efforts 
are as strategic and effective as they can be. 

SIGAR has a tremendous responsibility to do everything we can to ensure that the significant 
investment the United States has made in the future of Afghanistan is not lost to fraud, waste and 
abuse. We are committed to providing timely, targeted audits that identify problems and help 
implementing agencies design and execute sustainable projects. We are committed to doing 
everything we can to ensure that contractors are held accountable and bad actors removed from 
the Afghan theater as quickly as possible. 
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Thank you, Mr, Chairman, for convening this hearing and for giving SIGAR the opportunity to 
testify this morning. 




1 Council of the Inspectors General on Integrity & Efficiency, Suspension and Debarment Working Group, 
“ Don't Let the Toolbox Rust: Observations on Suspension and Debarment. Debunking Mvths. and 
Suggested Practices for Offices of Inspectors General ." 20 September 2011, accessed at 
http://www.ignet.gov/randp/sandwgrpt09201 1 .pdf 

2 SIGAR’s coordinating authority is contained in the National Defense Authorization Act for Fiscal Year 
2008, Pub. L. No. 110-181, § 1229(f)(4), 122 Stat. 380: “COORDINATION OF EFFORTS.— In carrying out 
the duties, responsibilities, and authorities of the Inspector General under this section, the Inspector General 
shall coordinate with, and receive the cooperation of each of the following: 

(A) The Inspector General of the Department of Defense 

(B) The Inspector General of the Department of State. 

(C) The Inspector General of the United States Agency for International Development.’’ 

National Defense Authorization Act for Fiscal Year 2008, Pub. L. No. 1 10-181, § 842(d), 122 Stat, 235: 
“COORDINATION OF AUDITS. — The Inspectors General specified in subsection (c) [the Special Inspector 
General for Afghanistan Reconstruction, the Inspector General of the Department of Defense, the Inspector 
General of the Department of State, and the Inspector General of the United States Agency for International 
Development] shall work to coordinate the performance of the audits required by subsection (a) and identified 
in the audit plans developed under subsection (b) including through councils and working groups composed of 
such Inspectors General.” 
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Mr. Chaffetz. Thank you, and thank you all for your service 
and your commitment. 

I would now like to recognize myself for 5 minutes. 

Mr. Heddell, I am going to start with you. The Defense Con- 
tracting Auditing Agency I know is a little bit outside of your lane, 
but I would appreciate it if you would offer a perspective. The Com- 
mission on Wartime Contracting had indicated that there were 
some 56,000, 56,000 contracts behind in terms of auditing these 
contracts. Why is that? How can that be? How is it that DOD can 
be so far behind in this? 

Mr. Heddell. Mr. Chairman, my office has actually done a lot 
of work with respect to DCAA. I would just say generally, first off, 
that I think they probably are under-resourced and need help in 
that respect, but historically DCAA has been a very challenged or- 
ganization. They do a tremendous amount of work for a lot of agen- 
cies, not just inside the Department of Defense, but outside the De- 
partment of Defense. In the last 3 to 4 years, the DCAA has under- 
gone some sweeping changes as a result of some fairly significant 
criticisms of their leadership, of their processes, and not meeting 
expectations. 

As a result of that, it has new leadership today with Pat Fitz- 
gerald, who was the Director of Army Audit, and Pat has taken on 
a gigantic job, and with the work that my office has done to try 
to help them identify vulnerabilities in their management, in their 
processes, and how to be an effective organization. For the last 2 
years, their focus has been, and this is Gordon Heddell talking, 
more internal than external. 

So while under ideal circumstances they would have been focus- 
ing outward, doing great work, doing lots of audits with very expe- 
rienced and good leadership, they have had to focus inward to cor- 
rect management deficiencies and vulnerabilities. I think that is 
partially a result of this backlog in audits, but not entirely. 

Mr. Chaffetz. My understanding, we have been participating a 
lot of hours and spending a lot of money and a lot of resources, as 
that expenditure has gone up. Help me understand what is hap- 
pening with the actual auditors themselves, because you have been 
appropriated more money. 

Mr. Heddell. Absolutely. In fact, I have been a very fortunate 
organization. In the last 3 or 4 years, the DOD Office of Inspector 
General has been plussed up some $87 million, Mr. Chairman. I 
doubt that any other IG can say that. So I am very fortunate. The 
Congress has been very supportive of me, and, for that matter, so 
has the Department of Defense. 

Mr. Chaffetz. But have you been spending that money? 

Mr. Heddell. No. The problem there is that the budget, the $87 
million in plus-ups that I have received, have not been annualized. 
And what that means is that although I am very fortunate to get 
these plus-ups, I am not able to use that money to hire permanent 
staff. So I can hire contractors, I can do other things with that 
money, but because it is not being annualized by the Department, 
I cannot run the risk of hiring people and then having to RIF them 
the following year for fear that I don’t have enough money in my 
budget to pay them. It is a problem. 
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Mr. Chaffetz. Of that $87 million that you have gotten, how 
much did you actually spend? 

Mr. Heddell. Well, we have spent almost all of it. 

Mr. Chaffetz. But you are hiring outside contractors to do the 
work? 

Mr. Heddell. Yes, sir. We are hiring outside contractors. We are 
creatively doing work that is positive and meets the needs of both 
the Congress and the Department and the American people, but, 
for instance, in the early 2000’s there were two things that hap- 
pened that have come to haunt us today. One is that while we sent 
our military forces into Southwest Asia to fight two wars, there 
was a mistaken belief by many of the civilian agencies that they 
could fight those two wars in the continental United States, my 
own organization being one of those. And it wasn’t until 3 or 4 
years ago that we came to the realization you cannot do that; you 
must be present and you have to have the people in place, you have 
to have the footprint. 

The second thing that happened is that the Department of De- 
fense’s budget doubled to about $650 billion, and at the same time 
the contract acquisition and contract management work force, in 
fact, was reduced in size, meaning that we lacked thousands and 
thousands of needed contracting specialists that are not there to 
oversight these contracts; that are not there to raise their hand 
and say stop the assembly line, we are spending money that we are 
not watching, we are not surveiling it. So those are two major 
issues. 

Mr. Chaffetz. Well, thank you. I appreciate it. I think this high- 
lights a multibillion dollar challenge and problem that we certainly 
need to address and fix because I think there is a definite need 
that is pervasive in the Congress, both the House and the Senate, 
to make sure that these types of functions are in place. But the 
way that the money is appropriate is obviously falling short and 
failing. 

I have overstayed my time. I will now recognize the ranking 
member, Mr. Tierney, from Massachusetts, for 5 minutes. 

Mr. Tierney. Thank you, Mr. Chairman. 

Mr. Heddell, I think you hit one major problem right on the head 
in the last part; I think we have seriously hollowed out a lot of our 
agencies in terms of keeping at least the personnel on board to 
oversee and to manage contracts. We find that repeatedly every 
time we have a hearing on that respect. If we are going to contract 
out, which is not always a good idea, but if we are going to do it, 
then at least we have to keep on board enough people to sort of 
manage these things well for everybody’s benefit. 

In your report, Mr. Heddell, on the subsistence prime vendor con- 
tract for Afghanistan, you found that while Supreme Group pro- 
vided the products that were required by the contract, the Defense 
Logistics Agency failed to provide sufficient oversight of contract 
cost and performance. Specifically, you found that the agency over- 
paid the vendor nearly $100 million in transportation costs, paid 
the vendor $455 million to airlift fresh fruits and vegetables with- 
out properly incorporating those requirements into the contract, 
and allowed Supreme to bill the Army over $50 million in costs for 
the wrong appropriation year. 



72 


What recourse do you have as Inspector General when the agen- 
cy fails to properly manage a contract and that failure leads to 
hundreds of millions of dollars in losses to the taxpayer? 

Mr. Heddell. Well, thank you, Congressman Tierney. Appreciate 
the question. Obviously, this is an example of just about how bad 
it can get, and clearly this happened. This contract was created 
back in 2005; it wasn’t a well designed, well thought out contract, 
probably like many contracts during that period. 

Consequently, we spent some $3 billion on this contract and, as 
you said, we overpaid the prime vendor $98 million in transpor- 
tation costs, we overpaid them $25.9 million in tri-wall costs, the 
boxing, corrugated boxes and so on, and, as you indicated, $455 
million in services to airlift fruit and vegetables from the United 
Arab Emirates into Afghanistan, without even including that in the 
contract. All of that is a result of not planning properly and design- 
ing a contract that was not in the best interest of the American 
people. 

Now, we have gone, my organization, to the Defense Logistics 
Agency and we have told them we want that money back, and the 
Defense Logistics Agency agrees with us. Beginning in October 
2011, they began to make efforts to determine, first of all, what are 
the fair and reasonable prices that should have been charged. 
Imagine that. A contract created in 2005 and now, in December 
2011, we are just now determining what should have been the rea- 
sonable and fair prices to pay. 

Okay, but they have agreed, Mr. Ranking Member, to do that 
and they are currently in face-to-face negotiations with Supreme, 
and the time line projection for a resolution on this — and I would 
never hold my breath and think we will get it all back — but a reso- 
lution for this is actually scheduled for December 9th, this week. 
So I am hopeful that when we talk again that I can say to you we 
have been able to recover a great deal of those funds. 

Mr. Tierney. Mr. Trent, you will recall that from the contracts 
that we looked at in the trucking situation in Afghanistan. The 
lack of vision or ability to look into the contracts, the subcontracts, 
and the finer detail of those were just never written into the con- 
tracts to begin with. 

So, Mr. Bowen, tell me, would a special inspector general for con- 
tingency operations help alleviate this problem of sending people 
in, getting part way down the road before you realize all these mis- 
takes are happening? 

Mr. Bowen. There is no doubt about that for three reasons. One, 
there will be focus and preparation in place at the time a contin- 
gency begins for a special inspector general to deploy. Two, there 
will be a commitment to deployment. As my friend, Mr. Heddell, 
pointed out, there was a challenge, I think, at DOD, but also with 
the other IGs, in moving forward, in being there to do the over- 
sight. One of the lessons from SIGIR is that you have to be there 
to do the work. A special inspector general’s office would be hiring 
people who know that when they sign on, they are going to go and 
deploy and carry out oversight in the conflict zone. 

Finally, and this is a good example of how a SIGOCO could make 
a difference, cross-agency jurisdiction, something unique to a spe- 
cial IG that the institutional IGs don’t have. That means I can dig 
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in to problems like this and find out if it is DOD money being wast- 
ed or State money or AID money; however that money may be 
going away, we can get to it and get to it faster and, thus, save 
it. 

Mr. Tierney. Thank you. 

Thank you, Mr. Chairman. 

Mr. Labrador [presiding]. I will recognize myself now for 5 min- 
utes. 

Mr. Trent, the Obama administration has increased its direct as- 
sistance to the Afghan government from approximately $665 mil- 
lion in fiscal year 2009 to roughly $2 billion in fiscal year 2010. 
This program is designed to provide U.S. taxpayer money directly 
to the Karzai government for the purpose of carrying out recon- 
struction projects. Is it logical to assume that one of the most cor- 
rupt governments in the world will actually have proper steward- 
ship of U.S. taxpayer money? 

Mr. Trent. It is a very good question, Congressman. SIGAR has 
conducted a number of audits and has a number of audits planned 
in the capacity development areas of the various ministries, MOD, 
MOI, in the coming year ARTF in the past, looking at, among other 
things, the capacity of the Afghan government to administer Af- 
ghan direct funds. We have a significant and serious challenge, as 
you point out, with corruption in the Karzai government in Afghan- 
istan. The efforts with corruption in Afghanistan are almost insur- 
mountable. Clearly, we need more of a concerted will by the gov- 
ernment there and we need a much stronger and robust criminal 
justice system, which they simply don’t have. 

So we are doing what we can to monitor those funds and we will 
continue to do that. I can’t say if I am optimistic or not with regard 
to the corruption and the control of those funds. 

Mr. Labrador. Well, what should we be doing? I mean, if you 
are not confident, I am not confident either. What should we be 
doing? Because you said something about how we need a more ro- 
bust criminal system. Well, they don’t have one. They don’t have 
the proper procedures; they don’t have the proper oversight people. 
So what should we be doing? 

Mr. Trent. Well, I believe we are doing about all we can. I mean, 
we need to continue with our rule of law efforts there. We can’t 
give up on that, notwithstanding the corruption walls that we have 
encountered with that. We have to continue to bring pressure 
wherever possible on the government itself to show a concerted ef- 
fort in the area of corruption and prosecute some of their own min- 
isters. We have to continue to conduct the audits and continue to 
work on the investigative side with the Afghan authorities that we 
can work with to pursue Afghan violators. 

Mr. Trent. Okay. Thank you very much. 

Mr. Bowen, right now the Police Development Program is the ad- 
ministration’s largest foreign aid program for Iraq going forward, 
and there is some evidence that the Iraqis don’t even want this 
program. Have you or your staff asked the Iraqi police forces if 
they need the $500 million a year program that the Obama admin- 
istration is planning to spend on the Police Development Program? 

Mr. Bowen. Yes, Mr. Labrador, we have, and we reported on 
that in our last quarterly, noting that the senior official at the Min- 
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istry of Interior, Senior Deputy Minister A1 Asady, said, “he didn’t 
see any real benefit from the Police Development Program.” I ad- 
dressed that with him when I was in Iraq a couple weeks ago and 
I asked him, did you need what you said? And his response was, 
well, we welcome any support that the American Government will 
provide us; however, my statements, as quoted in your recent quar- 
terly, are still posted on my Web site. 

Mr. Labrador. So why is the administration still spending $500 
million a year to provide this program? 

Mr. Bowen. There is a belief that security continues to be a chal- 
lenging issue in Iraq, a well founded belief, I might add, given the 
events of this week, killings of pilgrims again on the way to Najaf 
on the eve of Ashra. The focus, though, on trying to address those 
problems has been a widely scattered, high level training program 
involving about 150 police trainers who, as we have seen again this 
week, are going to have a very difficult time moving about the 
country. 

Mr. Labrador. So what other problems have you found with the 
Police Development Program, if any? 

Mr. Bowen. Several. Mr. Labrador, we pointed out in our audit 
that one Iraqi buy-in, something the Congress requires from Iraq 
by law, that is, a contribution of 50 percent to such programs, has 
not been secured in writing or, in fact, by any other means. That 
is of great concern, especially for a ministry that has a budget of 
over $6 billion, a government that just approved notionally a $100 
billion budget for next year. It is not Afghanistan; this is a country 
that has significant wealth, should be able to contribute, but has 
not been forced to do so in a program as crucial as this. 

Mr. Labrador. I know I have run out of time, but, Mr. Geisel, 
do you have some comments on this? 

Mr. Geisel. Well, of course, first of all, I am not going to second- 
guess my friend and colleague on what his people found and, of 
course, the people you need to bring up here are the people from 
the State Department to comment on what he found. I saw that the 
Department published a document, a 21-page document that in- 
cludes goals and measures of performance for the Police Develop- 
ment Program, but it is my friend’s baby, not mine. 

Mr. Labrador. Thank you very much. 

I will give 5 minutes now to Mr. Welch from Vermont. 

Mr. Welch. Thank you very much, Mr. Labrador. 

I want to thank each and every one of you for the terrific work 
that you are doing. A lot of the situations that you are uncovering 
just reflect the impossible expectations oftentimes that Congress 
has, and if it were as easy as writing a check and having the police 
force in Iraq and Afghanistan be established, it would be no prob- 
lem, and against, I think, our better judgments sometimes we 
spend this money and then, surprise, surprise, you tell us a lot of 
it is being wasted. But I really do applaud the work that you are 
doing. 

I am going to be introducing legislation that does trigger debar- 
ment proceedings for contractors that are convicted of violating the 
bribery provisions of the Foreign Corrupt Practices Act, and there 
is some debate between my office and the attorney general’s office 
as to how strict that should be. That is a very critical tool for you. 
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My view is that that debarment authority hasn’t been adequately 
exercised in our war zones. 

Let me ask you, Inspector General Trent, I know that SIGIR 
does have robust suspension and debarment programs, but do you 
believe that DOD, USAID, and State are adequately and appro- 
priately using the authority in Iraq and Afghanistan? And, if not, 
what are the barriers to its use and how can we work through 
them to ensure that taxpayer dollars are not getting ripped off? 

Mr. Trent. Well, Congressman, yes, we do have, I believe, an ag- 
gressive and somewhat effective suspension and debarment pro- 
gram in SIGAR, and I am somewhat aware of your pending legisla- 
tion on the FCPA issue. With regard to my colleagues’ use of sus- 
pension and debarments, I think suspension and debarments has 
been a tool available to contracting authorities, acquisition authori- 
ties, and inspector generals as far as their proposals for some time. 
In my experiences in the last several years in Southwest Asia, I 
have felt that we could increase that use, and when I came to 
SIGAR I took steps to do that. 

Mr. Welch. So it is an effective tool and should be used? 

Mr. Trent. Congressman, I believe it is a very effective tool, and 
I believe, in the Afghanistan case, it is a tool both in terms of cor- 
ruption and in contract management and implementation. 

Mr. Welch. Okay. Let me ask you one more question because I 
don’t have too much time. I just got back from Afghanistan and one 
of the people that we met from was from the attorney general’s of- 
fice and he was in the anti-corruption unit, and they were there 
training Afghan civil servants about how to detect corruption, and 
when I asked the attorney general how is it going, he said, well, 
we had to end the program. And I said, why is that? And he said, 
because when we were teaching them how to detect it, they were 
using the information to do it. So that is a real challenge that we 
face. 

But when we visited the commanders in Helmand and 
Kandahar, one of the things they were promoting was the develop- 
ment of the Kajaki Hydroelectric Dam, which cost about $475 mil- 
lion, and the benefits of it are obvious if it could be implemented; 
it would provide hydroelectric power, electricity, maybe some irri- 
gation. But that is not coming out of their budget, it would be a 
supplemental expenditure. So it is not like the military would be 
taking that out of their ability to do their job, it would come from 
somewhere else. So I was a little bit skeptical because it is easy 
to promote the expenditure of somebody else’s money. 

But, bottom line, that is a conflict zone and significant questions 
about whether this could be done, and my question to you is does 
it make sense at this point to ask the taxpayers to spend $475 mil- 
lion on a hydroelectric project that would have extensive trans- 
mission lines, all of which would be easily attackable by insur- 
gents? Or does it make sense to put that on hold? 

Mr. Trent. Congressman, SIGAR has not looked specifically at 
the Kajaki Dam or conducted an audit on that. I believe my col- 
league at USAID has done some work in that area. We have looked 
at Kabul Power Plant and the energy sector with auditors, but spe- 
cifically on Kajaki Dam we haven’t, so I would punt that to my col- 
league at USAID I believe who has done some work in that area. 
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Mr. Welch. Yes, sir. I am running on the edge of time here, but 
with the indulgence of the chairman. 

Mr. Carroll. Well, Mr. Welch, I think initially as to a political 
or administration question about the utility of going forward with 
the program, would you consider the difficult environment in which 
it would be implemented. We have done a couple of audits and, in 
fact, in talking to Ambassador Crocker this week, it seems to be 
a priority of the embassy and the government to move forward with 
that. 

It looks like, according to Ambassador Crocker, the Army Corps 
of Engineers is going to undertake a major part of the program and 
AID would also be responsible for doing some work at the Kajaki 
Dam. So primarily the problem up there has been security, and 
now it is getting very difficult to get contractors to even bid on the 
work when you consider the security situation up there. So overall 
is the power sector an important sector? Absolutely. But it is a very 
difficult environment to work in up there. 

Mr. Labrador. I will now give 5 minutes to Mr. Yarmuth. 

Mr. Yarmuth. Thank you, Mr. Chairman. 

I thank all of you for your testimony and appreciate the work 
you do also. We now face, because of the debt ceiling deal that we 
did a possible sequester of funds and a large amount of that se- 
quester of funds beginning in 2013 would come from the Defense 
Department. Secretary Panetta has said that such a cut as pro- 
jected under the sequester process would be devastating to the De- 
fense Department and our security, and yet we listen to these sto- 
ries and we have talked about essentially the inability to get a han- 
dle on these contracts in real-time. 

How are we going to know, Mr. Heddell, if the sequester is really 
going to have an impact on defense when we don’t really have a 
grasp on the hundreds of millions and billions of dollars we are 
spending now? 

Mr. Heddell. Although I can’t comment on the sequester, Con- 
gressman Yarmuth, I can tell you that in the last 3 or 4 years I 
have seen significant progress in the inspector general community 
in terms of its oversight, and I have also seen progress with respect 
to the way the commanders. In fact, I just got back from Afghani- 
stan myself and I have seen progress in terms of the approach that 
we are taking. 

For instance, this year one of the things that we started doing 
was assisting the MOD and the MOI, Ministers of Defense and In- 
terior, with respect to core capabilities, meaning their ability to 
manage government, something we had not done before, so that we 
have a way of teaching them how to do it and then going back and 
making sure that they are accountable. So we are creating systems 
and processes. I can’t assure you that that is going to work, but it 
is something we should have done before. 

The other thing, the inspector general community itself, which is 
a significant tool in overcoming so many of the challenges, 4 years 
ago, the statement that if you have seen one IG, you have seen one 
IG was really true. Today it is not true. Once the amendment to 
the Inspector General Act was passed a few years ago, what has 
happened is similar to what has happened in law enforcement; all 
of the big things now are done in task forces, they are done in 
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teams. We have IGs now getting together to solve a common prob- 
lem. You have law enforcement agencies working on task forces to 
address corruption. 

And, by the way, you mentioned or it was mentioned earlier the 
use of tools such as debarment. Well, that is a great tool, but you 
have to realize that what happens is when we debar a company in 
Afghanistan, what happens is they just go back and change their 
name and reapply and get a new contract. That happens over and 
over again. 

So the answer isn’t simply debarment. And obviously we have 
had almost no success in prosecuting, using the prosecuting attor- 
ney in Afghanistan, so we have to find ways to influence the lead- 
ership to do the right things, and I think with the oversight com- 
munity we have done that. 

Again, I can’t comment on what the sequestering of funds might 
amount to. I know this Department is working only to 
accomplish 

Mr. Yakmuth. I am more interested in the overall process. Obvi- 
ously, this is broader than just Iraq and Afghanistan, but one of 
the things that has occurred to me recently is we have a world that 
is moving at 80 miles an hour and we have a government that is 
structured to run at 20 miles an hour, and it has taken us this long 
in Iraq and Afghanistan to even begin to get a handle on this. I 
mean, it seems to me we have a fundamental structural problem 
that we don’t know how to keep up with the situations we find our- 
selves in. 

Mr. Heddell. We are habitually late, and I said that earlier in 
my testimony. When we had four military services fighting in 
Southwest Asia in 2001 and then in 2003, the civilian agencies 
were “fighting that war” back here in the continental United 
States. It took us until 2007 or 2008 to realize you cannot success- 
fully fight a war unless everyone is involved, civilian agencies, and 
that we are ahead. It has taken us now 3 or 4 years to get there, 
but I think, sir, I think we are getting much closer to getting to 
where we need to be. 

Mr. Yakmuth. Thank you. I don’t have an answer to the prob- 
lem. Thank you very much. 

Thanks, Mr. Chairman. 

Mr. Labrador. Thank you. 

I am going to give myself 5 minutes and I am going to follow up 
actually on those questions. One of the things that is most frus- 
trating to me as a freshman here in Congress is that there are 
some things that both sides agree on that we need to be working 
on and, yet, we are not doing them. I look at the Oversight Com- 
mittee. I don’t think there is a lot of difference. There might be 
some small differences between the two sides, but it seems like we 
can identify things like the $500 billion that we are going to spend 
in Iraq police force that they don’t even want. We should be finding 
things in common that we could be saving on. 

If we could put a transparency here on President Obama. And 
I am not saying this, I am not using this to embarrass anybody, 
but President Obama has said on his Web site that he is committed 
to making his administration the most open and transparent in 
history. He wants a window for all Americans into the business of 



78 


the Government, and that is something that I want. I actually 
agree with him on this issue. 

But yet this panel is representing the IG offices principally re- 
sponsible for overseeing taxpayer money in Iraq and Afghanistan, 
and as of January 4th of next year four of the five offices will not 
have an IG. I am concerned about that. 

Now, I want everybody to comment. Do you know whether the 
President has nominated anyone to fill these vacancies? If so, who 
has been nominated? Have you made any recommendations and do 
you think the absence of permanent IGs will actually harm our ef- 
forts in oversight? And anyone can take this question. 

Mr. Heddell. I certainly would like to comment. Number one, I 
don’t know the names, Congressman Labrador, of anyone that 
might have been nominated or who is being considered to be nomi- 
nated. Number two, I can tell you that the nomination and con- 
firmation process that we have is cumbersome and slow, and it has 
an adverse impact on the leadership of these organizations. 

Number three, when I took over as the Acting Inspector General 
in July 2008, the DOD IG at the very top had been vacant for so 
many years, over the past 10, 12 years, you can’t imagine. So to 
run an organization using an Acting Inspector General as the lead- 
er is foolhardy. You can do it for a few months, but you cannot suc- 
ceed over years and decades, and that is what has happened. 

Mr. Labrador. Does anybody know why that has happened? Is 
there any reason why? It seems like both sides would agree that 
we need a robust IG in all of these agencies. Does anybody have 
any comments on that? Mr. Carroll. 

Mr. Carroll. I can’t comment on what the White House is doing, 
but I just want to assure you, on behalf of the USAID OIG, that 
one of the great things about working for Don Gambatista was it 
was truly a partnership between him and I. So as I moved into the 
acting role, other than the fact that it is a bit of a workload issue 
for me, the work goes on and the leadership philosophy continues. 
So I just want to assure the subcommittee that there will be no 
degradation in our effectiveness or what our work is going to be for 
as long as it takes for the President to make a decision on the AID 
job. 

Mr. Labrador. Okay. Now, I know that Mr. Bowen has been a 
staunch advocate of the SIGOCO. Is that something that the rest 
of the panel agrees is necessary? Do you think it is not necessary? 
If you don’t think it is necessary, why? Mr. Geisel. 

Mr. Geisel. Well, I didn’t volunteer, but I will still be happy to 
tell you what I think. 

[Laughter.] 

Mr. Labrador. You looked so willing to answer this question. 

Mr. Geisel. Well, I think in his testimony, the written testimony 
especially, my colleague made some very good points, and one of 
the key points is that the concept of SIGOCO and, for that matter, 
his own office, has had a wonderful advantage, and that is that 
they have hiring authorities and they had generous funding that 
the statutory IGs didn’t have. SIGOCO is one way to approach it. 
Another way to approach that issue is to give us, the statutory IGs, 
those same authorities and robust funding. 
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Now, I can’t complain about funding because, since I came to the 
Department in 2008, Congress has plussed us up marvelously. But 
those hiring authorities, it would make a real difference. And I 
agree with what he said, those authorities are crucial to doing the 
kind of job that you would like us to do. 

Mr. Labrador. What concerns me about the idea is that it is 
something that we do here in Washington all the time, something 
isn’t working and what we end up doing is creating a whole new 
agency or whole new department, instead of giving the authority 
to the people that are already in charge of doing it, giving them 
the responsibility. It seems like we do this in all of our agencies 
and then what we create is just another layer of administration 
and responsibility. 

So I just wish we could find a way to actually use the existing 
people that we have right now, the existing authorities, instead of 
trying to create new agencies. But I do understand his concern and 
I think we all share the concern that we should be saving taxpayer 
money for the American people. There are ways that we can agree 
to do it and we just need to get it done. 

Anyway, I will now recognize the ranking member, Mr. Tierney. 

Mr. Tierney. Timing is perfect on that. 

Let’s explore this a little. I think it is a healthy debate and I ap- 
preciate everybody’s position on that. The SIGOCO concept, the 
Special Inspector General for Contingency Operations would not be 
duplicative if it is carried out in the way that the legislation is 
drafted and the way it is intended. Currently, there is nobody re- 
sponsible for contingency operations unless they are specially ap- 
pointed. They are appointed on a case-by-case situation as and 
when it arises and the Congress decides to implement, and all of 
the existing inspectors generals have a handful doing what they 
are doing within their respective agencies. 

If you are Mr. Heddell, he has never had a moment when he 
hasn’t had enough to do. The same goes for Mr. Geisel; same goes 
for Mr. Trent, Mr. Carroll. Their hands are full doing things within 
the area of their lane on that, and I suspect they could be busy for 
as long as they wanted to keep the position. 

So, Mr. Bowen, let’s allow you to do some testifying here on that. 
The SIGOCO concept would be different in what ways? Would be 
non-duplicative in what ways? And what is the problem to get over 
Mr. Labrador’s problem? You mentioned in your first testimony — 
I don’t think Mr. Labrador was here, so let’s reiterate it because 
I think it is healthy to know this, I think it is instructive. 

Mr. Bowen. Yes, Mr. Tierney. First and foremost, SIGOCO 
would be cross-jurisdictional. As hard as the Congress might try, 
as much as my friends and fellow IGs would like, they have to stay 
within their stovepipe to do their oversight, which means each of 
them have to be present, as my friend Gordon Heddell noted, in- 
country, carrying out oversight. 

But frequently, as we have learned in Iraq, as we see in Afghani- 
stan, programs merge money, and when they merge money you are 
going to ultimately have different IGs attacking it or perhaps no 
one addressing it because of that merger. SIGOCO would allow 
that, that cross-jurisdictional power. 
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Second, it would be the primary mission of SIGOCO to carry out 
this oversight. We know that had SIGOCO existed in 2003, we 
would have averted the waste of billions of dollars. We know that 
had SIGAR existed in 2002 we would have averted the waste of bil- 
lions of dollars because of the aggressive presence of investigation 
and audit on the ground that would have been there. 

Third, you would have a staff that, when they sign up, they sign 
up to go to a conflict zone. That is not something that my friends 
and colleagues can require of their staff now. They can’t say, hey, 
you are going to be going to a war zone to do oversight. And that 
was a problem, frankly, in 2005, 2006, 2007, getting people to vol- 
unteer to go to Iraq, which was a very dangerous place, still is; Af- 
ghanistan is today. 

And, finally, as I said in my testimony, this would save money. 
That is the watchword for this era. This is the Oversight and Gov- 
ernment Reform Committee. The latter rubric should be applied 
when it can be applied in a money saving way. SIGOCO would be 
one of those ways. 

Mr. Tierney. Thank you. 

I just remind my colleague that all of these different agencies, in- 
spectors general for their respective agencies and departments, are 
busy all the time. So when you have a contingency operation, all 
of a sudden, now you have to somehow ramp up and try to do all 
the things you are doing that are consuming all of your time and 
go over to this other area. So rather than being duplicative, you are 
actually focusing another inspector general on a much needed area 
to do that work and to be constantly available in order to achieve 
it and to get it done. And I think that is an instructive part of that. 

There are other issues that you raised, but I think Mr. Bowen 
has sort of hit them on the head on that, so if can move from that 
a little bit on to the sustainability of projects that my colleagues 
raised earlier. 

The whole Wartime Contracting Commission, which, incidentally, 
we had to do legislation on to get over it because of the issues in 
contingency contracting, we had to get people in there and start 
looking at why things weren’t being dredged out in the very begin- 
ning, their final chapter sums up the whole issue on project sus- 
tainability by saying that the Commission sees no indication that 
Defense, State, and USAID are making adequate plans to ensure 
that host nations will be able to operate and maintain U.S. funded 
projects on their own, nor are they taking sustainability risks into 
account when devising new projects or programs. 

Just for the panel, do we find that still to be the case or are there 
things being done to have them include sustainability risks in their 
projects as they move forward, particularly in Iraq as we move out 
of that area, but in Afghanistan and elsewhere as well? Whoever 
might want to volunteer on that. 

Mr. Carroll. As far as oversight of that question, in every one 
of our performance audits in Iraq and Afghanistan we have an 
audit objective for sustainability, and, to be honest, what we have 
found to date is that it is sort of a mixed bag. 

And I wouldn’t say it is a very successful picture historically or 
even moving forward, but I think, realistically, to answer the ques- 
tion, yes, the agency is building in sustainability in the design of 
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their projects, but you are dealing with the Afghan government, 
particularly going forward here, and that is going to be problem- 
atic, and we have been finding problems with sustainability in 
AID’s programs in Afghanistan. 

Mr. Tierney. Would you consider for 30 seconds? Thank you. 

So the problem that we have with the Kabul power plant, where 
they decided to spend some $300 million of our taxpayer money 
and then decided, after it was all done, that they could get elec- 
tricity cheaper from Uzbekistan on that basis, do we know why 
that happened or what we missed on that, and have we corrected 
that? 

Mr. Carroll. Well, I am not sure exactly why the embassy and 
AID decided to build that project and build it the way they did with 
diesel fuel that could or could not be shipped in, and then decided 
to move in a different direction. The way it has been described now 
is that the Kabul power plant is a fallback and a surge capacity 
to the larger infrastructure that they are putting forward. So I 
would say that from a sustainability point of view that maybe 
wasn’t well thought out, but I think they have learned since that 
time. 

Mr. Tierney. Well, I think that is instructive. Do you know what 
the era was and have you done something to put in place that it 
won’t be happening again? I think that is my charge to you, if you 
would on that. I guess you are not prepared to answer it today, but 
you can go back and find out just what happened. And this busi- 
ness about now it is a backup plan or something like that, that is 
just an excuse. You and I both know that and I think everybody 
on the panel knows that. They messed up, they got something that 
they didn’t bargain for, and now they are going to try to find some 
reason for its existence on that. But we need to ask you to go back 
and find out what went wrong and put in place a plan to make 
sure it doesn’t happen again and then, if you would, report to us 
what you have done. I would appreciate that. 

Mr. Carroll. I will do that, Congressman. 

Mr. Tierney. Thank you. 

Mr. Labrador. Thank you. 

I will now recognize Mr. Welch. 

Mr. Welch. Thank you very much. 

Two of the recurring questions about the expenditure of these 
moneys is whether, A, we have a reliable partner and, B, whether 
the security on the ground is adequate so that the work can actu- 
ally be done, and both of those are huge impediments. And it comes 
into conflict to some extent with policy objectives where, let’s say 
in Afghanistan, there is a desire to build a civil society. 

Mr. Carroll, I will ask you because your department bears so 
much of the responsibility for the implementation of some of these 
projects. It is a predicate question that should be asked and an- 
swered by some appropriate authority, whether a project has a reli- 
able partner such that there can be a reasonable degree of con- 
fidence that it will be implemented. 

And I am thinking very much about the Iraqi police training that 
Mr. Labrador was asking about. Or is there a sufficient security 
situation so that the work can be done? That might be relevant to 
something like the dam project. And if you lack either or both of 
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those, does it make any sense under any circumstances to do a Hail 
Mary pass on a major expenditure, hoping that it will happen just 
because we would like it to happen? 

Mr. Carroll. Well, AID, you are right, their meat and potatoes 
is civil society, is democracy and governments, it is health, it is 
education, it is all those programs. They do do reconstruction and 
they have done reconstruction in Iraq and they have done it to an 
extent in Afghanistan. And I think it wouldn’t be news if I were 
to say that it is difficult to do development in the middle of a war, 
in the middle of a hostility, so it has been problematic, particularly 
on the reconstruction side, the infrastructure side. You know, Mr. 
Bowen and Mr. Trent have found that throughout Iraq and Af- 
ghanistan. 

You talk about reliable partners. You ask about reliable part- 
ners. AID historically has implemented their programs through 
non-governmental organizations, primarily, and a lot of those are 
U.S. -based, some international multinationals like the United Na- 
tion agencies and that sort of thing. So they are reliable partners. 

AID is now moving in a direction toward funding more develop- 
ment assistance through Afghan ministries and they have a proc- 
ess in place to do some capacity assessment of the systems in place 
and the ministries’ ability to do the work, and as they convince 
themselves or as the data presents itself, they move forward or not 
on their program. 

So I would say that for the traditional AID programs, civil soci- 
ety, democracy and governments, health, education, that sort of 
thing, I think there re liable partners. I think there is a willingness 
on the behalf of the Afghan people to make these things happen. 

Mr. Welch. Let me interrupt you right there. See, that is a 
meaningless statement, the Afghan people. Who are they? Do you 
know what I mean? In a general sense the Afghan people are as 
desirous to have good things happen as we are, but there is not a 
structure, there is not a political implementation program, there is 
not sufficient security. I have met contractors who are confined to 
basically the embassy compound. And how do you manage a pro- 
gram? It would be like Mr. Bowen trying to have auditing all done 
about Iraq and Afghanistan, Mr. Trent in Afghanistan, from Cap- 
itol Hill. It just doesn’t work. 

This is enormous frustration for you, but I think there is an illu- 
sion that Congress is the one that is primarily responsible because 
we have the money go out under circumstances where there is no 
practical possibility that it will be well used, and then we will get 
angry at you when you report to us that, hey, a lot of money went 
missing. So there is a predicate question here. We probably should 
be asking it, but I am wondering whether some organization like 
AID might have to certify that for this project we have a reliable 
governmental partner or we have sufficient security that it can be 
done. 
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Mr. Carroll. They do that. 

Mr. Welch. All right, I yield back. Thank you very much. 

Mr. Labrador. Thank you. 

I want to thank the panelists for being here, for taking your 
time, for the work you are doing. Have a great day. Thank you. 
[Whereupon, at 11:16 a.m., the subcommittee was adjourned.] 
[Additional information submitted for the hearing record follows:] 
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and Foreign Operations 
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Washington, DC 20515 

Dear Mr. Chairman: 

I am writing to respond to questions posed by Congressman Tierney during the 
Subcommittee’s hearing on December 7, 201 1, “Oversight in Iraq and Afghanistan: Challenges 
and Solutions.” Congressman Tierney questioned U.S. Agency for International Development’s 
(USAID) decision to pursue the construction of the Kabul Power Plant in Afghanistan, in spite of 
there being a cheaper alternative source for electricity. He also asked about a plan to ensure that 
a similar outcome will not happen again with other projects. We agreed to report back to the 
Subcommittee on this matter. 

In response to our inquiry, USAID’s Office of Afghanistan and Pakistan Affairs (OAPA) 
provided information on decisions surrounding the Kabul Power Plant, also known as the 
Tarakhil Power Plant. 

Rationale to Pursue Construction 


According to USAID: 

The construction of the Tarakhil Power Plant was an important component of the 
Government of the Islamic Republic of Afghanistan (GIRoA) plan to guarantee 
long-term, year-round access to reliable electricity in Kabul. In 2007, 
Afghanistan’s power sector was facing significant uncertainties: the proposed 
transmission line to Uzbekistan was not yet in place; the power purchase 
agreement (PPA) negotiations with Uzbekistan were stalled; the existing North 
West Kabul Power Plant was failing; and GIRoA and the U.S. Government were 
concerned that there could be severe power supply disruptions to Kabul. As a 
result, GIRoA requested urgent donor assistance to construct a diesel plant in 
Kabul that would provide insurance against the uncertainty over the north east 
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power system, PPA negotiations, and prevent the possible disruption of power 
supplies from Central Asia due to sabotage or weather. It was also agreed that the 
power plant would ultimately act as a peaking and back-up source of power once 
the grid and the PPA were in place. In fact, in May 2010, a landslide disrupted 
the transmission lines from Uzbekistan, and Tarakhil provided a seamless supply 
of electricity to Kabul residents. In the future, as the Afghan electrical grid 
expands to cover more population centers, the capacity of Tarakhil can be tapped 
to meet new demand. That reserve capacity will prove critical to the economic 
growth that Afghanistan requires to manage the anticipated reduction in 
international assistance over time. 

Addressing Sustainability 

According to USAID: 

In June 2011, the USAID Administrator released sustainability guidance for 
Afghanistan programs which has guided an ongoing review process for the entire 
portfolio. Through this process USAID, in consultation with interagency 
partners, is examining all projects and modifying or eliminating as appropriate so 
that they meet critical objectives, including cost-effectiveness, Afghan ownership, 
and contribution to stability. To ensure the sustainability of development in the 
power sector, USAID is working with the Afghan national utility DABS on two 
complementary programs. First, a technical assistance program is providing 
training to DABS engineers charged with operating and maintaining the Tarakhil 
power facility. The second program strengthens DABS' commercial operation so 
that it can sustain the operation of the entire power network, including the 
Tarakhil Power Plant, with reduced support from donors. 

Reported Results 

According to USAID: 

With USAID assistance, DABS’ revenues have reached $175 million per year and 
are increasing - a situation that now permits GIRoA to decrease the annual 
operating subsidy it provides to DABS from SI 50 million per year to $39 million 
per year. Finally, in August 201 1, DABS and USAID inaugurated a national load 
center and training center at Tarakhil that will significantly improve 
Afghanistan's capacity to sustain its power system. 

Future OIG Activity 


OIG audits planned in Afghanistan throughout fiscal year 2012 will emphasize the 
success and sustainability of USAID infrastructure projects. Our work in this area spans the 
financial sustainability of energy sector programs; the Kandahar Power Initiative, including the 
Kajakai Hydro Power Plant; and roads, buildings, and water projects that have already been 
turned over to GIRoA under USAID/ Afghanistan’s Office of Infrastructure, Engineering, and 
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Energy Programs. We expect this work to help USAID assess the sustainability of its ongoing 
projects and to assist with the effective use taxpayer resources in Afghanistan. 

Thank you for your continuing support of and commitment to effective oversight of 
U.S. Government programs and operations. If you or members of your staff have any questions, 
please contact me or James Charli fue. Chief of Staff, at 202-7 12-1150. 



Acting Inspector General 


o 



